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FFALEX 


GLASS COFFEE MAKER 











3 unit 
Fairmont 
High Speed 
Model 


can be your consistent 


load building opportunity 








This new high speed gas model can become 
the keystone of your whole sales campaign. 
It can build your commercial load to a new 
high ... and keep it there. 


Restaurants and soda fountains are sold on 
the advantages of Silex. They know Silex 
brews only the amount of coffee they need 
» « « as they need it. They know Silex is 
economical to operate. They know Silex 
national advertising is sending new patrons 
to them. 


With sales and promotional effort you can 
sell Silex to every restaurant and soda foun- 
tain on your lines. And Silex are excellent 
load builders ... for the high speed gas 
models are rated from 13,800 to 29,200 
B.T.U.s. 


THE SILEX COMPANY _ DEPT. 813 


All Silex glass coffee makers are equip 
with Pyrex brand glass, guaranteed agai 
heat breakage. They may be purch 
in a complete range of sizes and pri 
Gas Models from $24.85 to $97.95. Elec! 
Models from $17.45 to 97.95. Electric Co 
Bar $395.00. 


Write today for plans that will help 
increase your commercial load. 


FilLEex 


ede CU Bee Se la 


HARTFORD, CONNEC 
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UGH TIRE JOBS LICKED 


Public Utilities Fortnightly 


"This Goodrich-equipped portable shovel is stripping dirt and loose rock from a limestone deposit in Illinois. 


INSTRUCTION WORK PROVES ECONOMY 
F NEW TIRE FOR UTILITY SERVICE 


ow you can geta 
built especially 
tand up on the 
ghest hauling jobs. 
the new Triple 
ected Silvertown 
he tire that ends 
rries about side- 
I breaks. 
most truck tires 
sidewall is the 
spot = 80% of 
premature fail- 
occur right there, 
Goodrich built a 
with Triple Pro- 
tion at the “Failure 
he.” This inven- 
makes the tire 
as strong in the 
wall as itis under 
tread. The yank- 
» twisting, flexing 
ion that ruins 
my tires is positive- 
hecked by Triple 


Dtection! 


Don’t Take Chances 
One tire failure on an 
important job may 
cost you hours of de- 
laymen and equip- 
ment idle —a big re- 
pair bill. Why not 
play safe? Get the 
only tire that has this 
3-way protection: 

f. PLYFLEX — distributes 
stresses throughout the tire 
—prevents ply separation 
—checks local weakness. 
2. PLY-LOCK—protects the 
tire from breaks caused by 
short plies tearing loose 
ow dee bead. 
3. 100% FULL-FLOATING CORD 
minates cross cords 
from all plies — reduces 
heat in the tire 12%. 
Talk to a Goodrich 
dealer. Ask him to 
show you the tire 
that shrinks costs and 
stretches mileages. 
There’s no premium 
price to pay. 
Forinformation on any tire 
problem write The B. F. 
Goodrich Co. wesw 


Ray Beseker, driver for the 
Laura Gravel and Stone Co., 
Phillipsburg, Obio, says, 
"Pve driven trucks for 15 
years but I’ve mever seen 
tires that stand up like 
these new Silvertowns.” 


Hauling bricks means beavy loads. This Indiana 
contractor uses Goodrich Silvertowns exclusively. 


Up and over goes this Continental Wagon Scraper. Triple 
Protected Silvertowns carry the load through any kind of soil. 


nae 


oodrich uwSilvertowns 
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American Line Construction Bodies 
| with Cab Compartment for Seven Men 


(For greater protection and increase in workmen’s efficiency) 


q Showing a new type of line construction body with cab compartment, 
which will accommodate seven men, three in the front seat and four in the 
rear. The body and seven-man cab built in our factory is an American 
achievement, which will find ready acceptance among Utility operators. 
| The advantages offered by this 

| new type of body and cab are 

| that it provides more loading 

| space, and is efficient and com- 

pact, protecting employees from 

| all weather conditions. 


We invite your inquiries and 
will send you our complete 
catalog upon request. 


THE AMERICAN COACH & BODY COMPANY 
3809-15 Clark Avenue, CLEVELAND, OHIO 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Pages with the Editors 





HE good-natured rivalry between the 

Texas cities of Fort Worth and Dallas 
in operating their respective expositions in 
celebration of the Texas Centennial is prob- 
ably responsible for the tale about the delega- 
tion of Dallas men who showed up in Fort 
Worth one day recently and asked to be al- 
lowed to study, first-hand, the administration 
methods employed in running the Fort Worth 
show. 


Fort Worth officials were much impressed 
by the fact that the Dallas delegation had 
made the trip ostensibly to observe a model. 
Permission was granted but one Fort Worth 
official could not resist the temptation to say, 
as the Dallas men were leaving, 


“WELL since you came to learn, I hope you 
now know how an exposition should be op- 
erated.” 


“Wuo said anything about wanting to know 
how an exposition should be operated,” 
snapped a Dallas man. “We knew that al- 
ready. We came to find out what should be 
avoided.” 


WELL, change the story around if you are 
partial to Fort Worth. (We're neutral.) It 
does suggest, however, that so-called “study 
trips” can be undertaken just as profitably for 
purposes of observing a “horrible example” 
as for checking up on claimed perfection. And 
there seems a good deal of it going on lately. 


KIMON A. DOUKAS 


Political expedience dominates utility 
regulation in Germany. 


(See Pace 171) 


THATCHER C. JONES 


He finds German utility practice 
interesting if not imitable. 


(Sree Pace 171) 


Only a few weeks ago President Roosevelt 
sent a delegation over to observe the excel- 
lencies (or otherwise), of the codperative 
movements in Sweden and England. Next 
month representatives from various foreign 
countries to the Third World Power Confer- 
ence will be touring all over America picking 
our methods to pieces. 


Just to be “in the swim,” the editors of 
Pustic Utiities FortNiGHTLy decided on a 
little literary junket of its own into the realm 
of Naziland to find out something about regu- 
lation and ownership of public utilities in the 
Reich. It might seem a paradox worthy of 
the late G. K. Chesterton that folks in the 
United States should pick out, for study of 
European methods, the very time when all 
Europe seems about to go to pieces by reason 
of political explosions. However, remember- 
ing the Dallas-Fort Worth story, we might 
find something worth avoiding even if we find 
nothing worth imitating. 


HE joint authors of our article on German 

utilities (beginning page 171 of this issue) 
are Dr. THATCHER C. Jones and Dr. Kron 
A. Douxas. Dr. Jones (New York Uni- 
versity M.C.S. ’17; Columbia University A.M. 
24; Ph.D. ’31) is a recognized authority on 
the theory and practice of economics 4 
finance, with particular reference to utilities. 
He has for a number of years been a member 
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'WEVE STOPPED PROFIT LEAKS 


Ut CItL2 bostntess 


No little leaks mean 


no BIG WASTE... 


Slow, wasteful, inaccurate methods have 
no place in the modern business office. To 
build net profits, it is important to stop 
profit leaks on the inside as well as seek new 
consumers in a broader market. 


Profit leaks are usually caused by the time- 
consuming, routine jobs which are necessa- 
ry details in the operation of any business. 
Considered individually, these leaks may 
not seem very great. The total loss over a 
period of one year, on such jobs... address- 
ing envelopes and cards, filling in letters 
and invoices, heading up time cards and 
pay envelopes, writing payroll checks and 
records... frequently represents the differ- 


ence between a fair profit and no profit 
at all! 


i hee os ie 


DIVISION F 


Many inside operating details can be per- 
formed mechanically . . . by Addressograph. 
The work is done speedily, accurately and 
legibly ... time is saved and costly errors 
are eliminated. Addressograph assures 
100% satisfaction on name- and data-writ- 
ing. 

The Addressograph Representative in your 
vicinity has had wide experience in the use 
of mechanical methods on routine jobs re- 
quiring repetition of constant data. He will 
be glad to demonstrate Addressograph 
principles on your own work in your own 
office .. . without obligation to you. Consult 
the classified sections of telephone books 
in principal cities for his phone number, or 
write direct to 


COMPANY 
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PAGES WITH THE EDITORS (Continued) 


H. 0. WEAVER 


That regulation is best which 
regulates least. 


(See Pace 181) 


of the faculty of New York University, Grad- 
uate School of Business Administration. He 
is the directing economist of the Independence 
Fund of North America, Inc., and a member 
of the Academy of Political Science and other 
similar groups. 


Dr. Douxas has had the benefit of a re- 
markably international type of education. He 
graduated as Bachelor of Science from Colum- 
bia University in 1926 and a Doctor of Juris- 
prudence from New York University in 1930. 
In addition, however, he has attended the law 
schools of the National University of Athens, 
Greece, and the University of Marseilles, in 
France. He has, in collaboration with Dr. 
Jones, made a comprehensive study on legal 
and economic aspects of public utilities in the 
United States and throughout European coun- 
tries. 

oe 


“CoNSIDER carefully those who bemoan the 
alleged fact that utility regulation has not 
succeeded,” said a prominent authority on that 
subject recently, “and you will frequently find 
that the critic is one who has no sympathy 
with regulation, does not wish it to succeed, 
and who, if placed in a responsible position, 
would do everything in his power to make it 
fail. Commission regulation can surely still 
stand improvement but hardly by those who 
would junk it in favor of public ownership.” 


| N this issue (beginning page 181) we have 


an article by H. O. Weaver which ex- 
presses a viewpoint on utility regulation that 
is rarely heard these days. We hear so often 
that regulation has “broken down” because it 
is inadequate, does not go far enough, and so 
forth. Mr. Weaver takes the position, how- 


LAURENCE E. BATY 


He describes a model public 
Service commission, 


(SEE Pace 187) 


ever, that if regulation fails it will be because 
it has gone too far and has strangled industry 


by usurping management without assuming 4 


responsibility of ownership. 


Mr. WEAVER was for many years an assis- 
tant to George B. Cortelyou, retired president 
of the Consolidated Gas Company of New 
York (now the Consolidated Edison Com- 
pany). The author is now attached to the 
office of O. H. Fogg, executive vice president 
of the same company. During his period of 
practical and first-hand experience with regu- 
lation, Mr. WEAVER has been impressed with 
what he believes is the unwarranted encroach- 
ment by regulation on the field of utility man- 
agement. 


¥* 


Our concluding article in this issue (be- 
ginning page 187) is on the subject of a 
model public service commission. The author, 
LauRENCE E. Baty, was born and educat- 
ed in Topeka, Kansas. Graduating from the 
Kansas State College in 1929, Mr. Baty, who 
previously had some practical engineering ex- 
perience, took a post on the engineering staff 
of the Missouri Public Service Commission, 
specializing in inventories. He is now em- 
ployed in the Salt Lake division of the Utah 
Power & Light Company. 


> 


THE next number of this magazine will be 
out August 27th. 
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D TO THE PUBLIC UTILITY 
} SALES PROBLEM 





EW 45-PAGE BOOK SENT FREE TO SALES EXECUTIVES 


wery utility sales executive to 
hom this authoritative new mer- 
handising study by Remington 
and has been shown, has been 
nthusiastic in his praise of it. 
nd no wonder! It presents meth- 
is by which every phase of sales 
ctivity and load building may be 
ontrolled. It tells how to obtain 
omplete figures by territories as 


asily as for an entire operation 


. how to determine exactly sales executive. A copy will be put 
what kind of job each salesman is in your hands upon request and 
doing . . . how to be sure of your _ with no obligation. Merely write, 
market analysis... andevenhow giving your position, to Reming- 
to successfully promote dealer co- ton Rand, Buffalo, N. Y. 
operation. In all “A Public 


Utility Sales Program” con- 


OK. 25 from 
of suggestions on all phases of Remington ents 


utility sales activity. It should 


sists of 45 plainly typed pages 


be read by every major utility 
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REPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 113-172, from 14 P.U.R.(N.S.) 
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A New Heavy Duty a-c 
0) Be. Circuit Breakers 


ADJACENT SWITCH ELEMENTS 
CARRY CURRENT OF 
DIFFERENT PHASES 








ices, 


Con- 
ivid- 
g of 


land, 


raises safe carrying 


capacities; 
s a a " 
s simplifies connection with 
interlaced bus bars. 
; be- 
\don- me In new heavy duty a-c circuit 
t be- breakers, developed and pat- 


216. ented by I-T-E engineers, switch members 
icity, carrying current of like phase are spaced far 
2 enough apart to minimize skin effect. 
ret, Hin the circuit breaker illustrated, the distance 
between switch members of like phase is that 
between bridges A and A; Fig. 2. Intervening 
space is safely utilized by switch members car- 
rying phases B and C, since adjacent currents 


j of different phase cause little trouble. 
Jnequal current distribution is avoided so 
hat the temperature rise in contacts and bus In addition to showing one plan for locating and con- 
bars is equalized. This makes possible a more puting et S Liana 
ower onomic use of copper. Inductive heating in jy wry ey 4 yet = _e i ide wean, De 


hearby steel structure is greatly reduced. 


he same advantages are to be gained when pyrther information, either general or con- 
witch members of like phase are separated .opneqg with specific application for currents 
ertically. of the order of several thousand amperes, will 
he low reactance inherent in this type of con- 4. furnished by I-T-E engineers. Refer to 


truction is particularly advantageous in low Interposed Construction Type LG. 
oltage systems . . . for example in electric 


urnace installations. Offices in Principal Cities 


— 
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“There never was in the world two opinions alike.” 


JosepH A. GAVAGAN 
United States Representative 
from New York. 


Mrs. GreorceE WYETH 
Republican leader of 
New York State. 


DANIEL WEBSTER HoAN 
Socialist mayor of 
Milwaukee, Wis. 


WaLter LipPMANN 
Political analyst. 


CarTEeR GLASS 
United States Senator 
from Virginia. 


SIEGFRIED HARTMAN 
New York corporation 
attorney. 


CHARLES H., MEYER 
Attorney. 


REpPorRT OF FEDERAL PowER 
CoMMISSION 


Electric Rate Survey—No. 5. 


WENDELL L. WILLKIE 
President, The Commonwealth & 
Southern Corporation. 


—MONTAIGNE 


“No man, living or dead, can tell what the Senate 
may do.” 


¥ 


“Can you get social security from a government which 
cannot keep itself solvent?” 


¥ 


“The Socialists commend such socialistic things as the 
TVA—they are permanent improvements.” 


+ 


“Tf the professors try to run the government, we shall 
end by having the government run the professors.” 


* 


“T submit that there is no more damaging species of 
tyranny than that of taxing the many for the benefit 
of the few.” 


* 


“Tf Federal regulation is necessary and can be justified 
legally, let us have regulation by law and not by men 
before the law.” 


¥ 


“Purchases and sales by true investors are too infre- 
quent to establish a (security) market in which buyers 
and sellers are present at all times.” 


¥ 


“The total taxes paid by the (1,216) reporting private 
electric utilities in 1933 amounted to $206,988,870. In 
1934 the total taxes paid by those utilities increased to 
$239,733,260 and constituted 14.1 per cent of the total 
base revenues. In 1933 state and local taxes comprised 
72.1 per cent of the total taxes paid by these utilities, 
or 9 per cent of the total base revenues.” 


¥ 


“Why not ask the next self-proclaimed lover of the 
people who tells you of his advocacy of the spending 
of hundreds of millions of dollars of the taxpayers’ 
money with which to duplicate the electric utility in- 
dustry, why he does not devote his time to reducing the 
cost of government 64 per cent so that you can thus 
save the full amount of your electric bill?” 


12 
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Calculating material : ~~ Fw 
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Labor and motor vehicle Ha J 
distribution z 
Checking invoices Sug). = 


Extending payroll 


Prorating administrative 
reports e 


Preparing statistical 
reports 








Public Utility offices save time, reduce mental fatigue and as- 
sure accuracy on today’s increased volume of calculating, by 
using Burroughs Electric Calculator. They find this machine 
extremely valuable on scores of jobs throughout the year. 


Burroughs Electric Calculator is fast and easy to operate. 
Each key always registers its full value on the dials, because 
the motor does the work. There are many models and total- 
ing capacities. Prices are surprisingly low. Investigate this 
machine to see how it speeds and simplifies figuring. Call the 
nearest Burroughs office for a complete demonstration. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
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14 REMARKABLE REMARKS (Continued) 


Henry ApAMsS 
Statement made during election 
year of 1888. 


Wituiam C, BULLITT 
U. S. Ambassador to Russia. 


Henry ELLENBOGEN 
United States Representative 
from Pennsylvania. 


FRANKLIN D. ROOSEVELT 
President of the 
United States. 


H. I. PHItips 
Newspaper columnist. 


Fioyp B. OLson 
Governor of Minnesota. 


Cotsy M. CHESTER 
Chairman, General Foods 
Cor poration. 


C. W. KeEttoce 
Chairman of the Board, Engineers 
Public Service Company. 


Mitton L. HALtTEMAN 
Philadelphia merchant. 


“Next summer I am intending a trip to the Fiji 
Islands, where they eat missionaries and where they may 
eat me, but at least will not elect a President.” 


> 


“To preserve the liberties our forefathers won, to at- 
tack and defeat any new fear which may arise from the 
chances and changes of life, is the duty of our genera- 
tion.” 


¥ 


“While home owners and farmers are taxed for the 
cost of government, the utilities, through their control 
of state and local governments, have escaped payment 
of taxes.” 


¥ 


“I couldn't tell you today the party affiliations of prob- 
ably the majority of people holding responsible posi- 
tions in Washington, and it is a mighty good thing that 
I cannot.” 


¥ 


“Now we have a streamline telephone. It enables you 
to ask for one number and get something else in half 
the time and speeds up the process of picking up the 
phone and having somebody ask if you are Plotzbaum’s 
Fish Market.” 

¥ 


“T am pleased to urge that the people of Minnesota 
join in the observance of railroad week and that they 
inform themselves in every convenient way of the pro- 
gressive means for public service initiated by America’s 
pioneering industry.” 


¥ 


“Business management is suffering under a barrage of 
indictment and misinformation, which does less hurt to 
management than to all those groups, including the edu- 
cational institutions which derive their support from in 
dustry and business men.” 


¥ 


“High investment ratio is one of the fundamental 
factors that makes the utilities a natural monopoly since 
investors would not dare to risk so much capital on a 
competitive venture, and has logically led to public reg- 
ulation for the protection of investors and consumers.” 


¥ 


“=. . it would be an outstanding constructive pro- 
cedure, as against precedent of recent months, for both 
Senate and House interstate and foreign commerce com- 
mittees to have a concrete urn of proper proportions 
brought into the respective committee rooms, and each 
crumple therein their respective copies of this (holding 
company) bill, and immediately thereupon cast lots as 
to who is to have the signal honor of applying the match 
preparatory to sending same skyward in smoke.” 
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[E> SELECTION 
“fa OF CE 
a2 EQUIPMENT 


Piet Assures—the most suitable 
4 equipment for your particular con- 


ditions . . . . properly codrdinated 
overall design . .. . single respon- 
sibility for performance. 


ntal 
ince 
na 
reg- 
” 
rs. 


Result —dependable and low- 


¥ a " 2 cost steam. 

ach 

ing COMBUSTION ENGINEERING COMPANY, INC. 

“* BOO MADISON AVENUE - NEW YORK 
madian A iates: Combustion Engineering Corp. Ltd., Montreal A-270-b 
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_ THE FOUNDATION OF 


BUSINESS FIGURING 


Yet zt takes no more desk space than a letterhead 


Business is completely dependent on a steady, speedy 
flow of accurate figures. Monroe's entire function for 
twenty-four years has been to keep business figures mov- 
ing simply, quickly, accurately, and at the lowest cost. 

The expanded Monroe line includes among its 197 
models a machine for every figuring need—adding- 
calculators, adding-listing and bookkeeping machines, 
check writers and signers. Every Monroe is compact for 
desk use, sturdy for years of service, yet light enough 
to carry from desk to desk. 

“Velvet Touch’’ keyboard is an exclusive feature of 


every Monroe. The operation is feather-light, to take 
the strain from figuring, for 80% of all the work is 
on the keyboard. Whether you own one Monroe or 4 
hundred, you are assured of uninterrupted figure pro- 
duction by the nation-wide service of 150 Monroe 
owned branches from coast to coast. Try a ‘‘Velvet 
Touch’’ Monroe on your own figures. Call up the near- 
est Monroe branch or write to the factory. There is n0 
obligation. Send for free copy of booklet, ‘If Only | 
Could Work on Your Desk for an Hour.’’ MONROE 
CALCULATING MACHINE CO., Inc., ORANGE, N. J. 


Visit the Monroe Exhibit — Accounting Section, American Gas Association, Atlantic City, October 26 — 30 
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. G. A. Approved Gas 
REGULATORS 


OR your own protection, as well as the consumer’s, every 

gas burning appliance you install requires a dependable 
Pressure Regulator. This and only this assures constant pres- 
sure of fuel supply—with consequent safety of operation, and 
with proper economy which reduces gas bill complaints and 
service calls. 


On so vital a piece of equipment, why take chances? Bar- 

ber Gas Pressure Regulators are listed in the A. G. A. Directory Made in %". %*. ¥4*. %. 

of Approved Appliances, thus complying with stringent require- 1", 14", 14", and 2" sizes. 
ments as to pressure drop and precision of operation. Compact & 

design, all bronze bodies—a product of BARBER QUALITY Weleo for complete Bessatnce, 
down to the last detail. Very moderately priced for a Regu- prices and discounts on the en- 


lator of this quality. a0 sec of Burners and 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
THE BARBER GAS BURNER CO. of MICHIGAN, 4475 Cass Avenue, Detroit, Michigan 








Style Bar-S All Weather Binder 
FOR METER READING 


o take 
rork is 
ve Or a 
. 
onroe- 
Velvet Write us for circular and details. Send sample of your sheet for prices 
fu on any quantity of binders. 

> 18 Ni 


Ynly | 

an GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
NJ 10-16 Logan Street, S. W. « » GRAND RAPIDS, MICH. 
— 30 
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Kinnear Steel Rolling Fire Doors on headgates 
lead °o p ks in Power House No, ? 
of the Niagara Falls Power Company. — 
pre-determined temperatures 

releasing mechanism 

closed positively and automatically. 
pendable fire stop that never sleeps. 


From Power H ouse 





KINNEAR ROLLING DOORS 


Have A Definite Place In Your Operations 


They reduce door costs! And, today, with so many uncontrollable costs delving into 
profits every possible saving is of prime importance. Fully realizing this Bublic 
Utilities from coast to coast are modernizing their building openings with Kinnear 
Rolling Doors . . . the door that opens UPWARD easily, rapidly and conveniently. 
Just like a window-shade, coiling above the lintel and spring counterbalanced. Out 
of the way of damage. Saving valuable floor and wall space. Affording dependable 
protection against weather and intruders. And above all, a door that’s built to last. 
Is there any wonder that Kinnear Doors cost less to operate and maintain? Those 
who have had Kinnear Doors in steady daily service for 20, 30 and 40 years vouch 
for their efficient and durable design. Let Door Specialists show you too how 
Kinnear Doors can be a source for dividends in your operations. 


Whether it’s for service purposes or for a barrier against fire 
Kinnear has an Upward-Acting door to suit the exact requirement. 
Especially built for any size opening—of metal or wood—for old or 
new buildings—manually or electrically operated. Ask for your 
copy of Kinnear’s interesting Door Catalog. It will be gladly sent. 
No obligation. 


The Kinnear Manufacturing Company 
2060-80 Fields Ave. Columbus, Ohio 
Offices and Agents in All Principal Cities 


To Office Corridors 


Closing a fire wall opening in a passage way 
with a Kinnear Akbar Fire Door. Illustrates 
how all mechanism of the door can be con- 
cealed in the walls. Though the door is 
normally kept in the open position, the 
curtain gives a clean-cut appearance when 
closed—as well as positive fire protection. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





13, 193688 august 13, 1936 


————— 


Public Utilities Fortnightly 19 





More Money-Saving Power in 


CHEVROLET TRUCKS 


FOR ECONOMICAL 


ator 


TRANSPORTATION 


The new 1936 Chevrolet trucks are the 
most powerful trucks Chevrolet ever built. 
They are the most economical trucks for 
all-round duty, ever offered. Let a 
demonstration prove how these new Chev- 
olet trucks can save money for you— 


add to the profits of your business. There’s 


p body type for practically every delivery 


pnd haulage need on half-ton and 114-ton 
hassis .. . and you'll be surprised at the 


ow prices of these new trucks. 


HEVROLET MOTOR CO., DETROIT, MICH. 


POWER © ECONOMY © DEPENDABILITY « 


Vital New Features 
Cut Haulage Costs 
to New Low Levels 


NEW PERFECTED HYDRAULIC 
BRAKES always equalized for quick, 


unswerving, “straight line” stops 


NEW HIGH-COMPRESSION VALVE- 

IN-HEAD ENGINE with increased horse- 

power, increased torque, greater economy 
in gas and oil 


NEW FULL-TRIMMED DE LUXE 
CAB with clear-vision instrument panel 
for safe control 


FULL-FLOATING REAR AXLE 
with barrel type wheel bearings on 114-ton 
models 


LONG LIFE 
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The - 
‘HOT WEATHER’ 
Headband! 


During the hot summer months in work 

id So ge — “os a in 

eel Mills, Foundries, Oil Refineries, Boile 

NON-RUBBER HEADBAND Works, Locomotive Shops and Acid Plant 

where workers are continually confronted 

with conditions of extreme heat, moisture, steam, perspiration, oil, grease and 
acids, Drednaut Non-Rubber Headbands are particularly effective. 


The Drednaut Non-Rubber Headband is NOT affected by any of the condition 
named above because it contains no rubber. Its construction makes it especially 
ideal for use in hot weather where the ordinary elastic headbands cause no end 
of trouble and grief from perspiration. 


By looking at the skeleton view above you will readily discern that the Drednaut 
Non-Rubber Headband consists of a section of non-corrosive bead chain of the 
highest quality, which is attached to each eye cup by a hinged member. Over 
the chain, a section of spring is placed, and is so fastened that it cannot be 
injured by over-extension. It can be sterilized too, in any way without injury 
whatsoever. Both chain and spring are enclosed in a cloth sleeve. 


The Drednaut Non-Rubber Headband is adjustable to any size head. Once 
adjusted—it stays adjusted for keeps, and 

maintains a uniform tension indefinitely. 

Men are amazed at its comfort and fool- 

proof qualities and what’s more, it makes 

them LIKE to wear goggles. 





If your men are confronted with any of the 
conditions mentioned above—have them try 
a pair of Drednaut or Super-Drednaut Gog- 
gles with the Non-Rubber Headband—they 
will be amazed with its 
ever-lasting comfort and 
Great Lakes non-existent annoyances so 
: RBOSITION prevalent in the old style Super-Drednaut 50-S Goggles 
elastic headbands. 


New General Catalog No. 10-A Upon Request 


=a, THE SAFETY EQUIPMENT SERVICE CO A 


June 
Ps nck Buell W. Nutt, President oH 1230 St. Clair Avenue, Cleveland, 0! 


£ 


dete Manufacturers of a Complete Line of Accident-Prevention Equipment 
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EVEREADY 


Trade Mark 


INDUSTRIAL 
FLASHLIGHT 


‘Stands the Gaff" 


General all-around hard usage in industrial ser- 
vice has shown conclusively that the “EVEREADY” 
Industrial Flashlight can “Stand The Gaff”. 
Bounced around on concrete floors and many 
other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
unmarked. Its bright beam does not even flicker. 
The fact that it has no exterior metal parts is 
vitally important when working oround ex- 
posed electrical connections and “hot” wires. 


ATIONAL CARBON COMPANY, INC. 


General Offices: New York, N.Y. © Branches: Chicago, San Francisco 


Unit of Union Carbide uCC] and Carbon Corporation 
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The Basic Principles of 


MODERN GROUP DRIVE 
D 


— Management’s problem was 
volume production. ‘Today the necessity 
for production is tempered by many forces, 
and the vital problem is reduction of manu- 
facturing costs. And, while tremendous for- 
ward strides have been made in the technology 
of the actual machinery of manufacturing, as 
well as in the generation of power to drive 
that machinery, there is still a wide cost-gap 
in which large economies may be effected. 


That gap lies between the point where 
power, as generated, is made available for 
productive work, and the machines which 
that power must turn. In brief, it lies in 
the zone of the transmission of power from 
driving to driven machine. 


The field engineering research of this as 
sociation has revealed numerous economies 
which may result from the use of proper 
designed and applied power transmission 
equipment. The field work of the asso 
ciation’s engineers, and its advertising and 
publicity work likewise, have but one pr 
mary objective—to educate the industria 
user of power to use that power mor 
effectively. 


In that objective we stand on commor 
ground. We, therefore, invite you to joi 
with us in promoting the Right Drive fo 
Every Machine, for reasons as much to youg 
advantage as to ours. May we discuss thi 
with you in detail? 


*POWER TRANSMISSION COUNCIL 
1 Atlantic Street, Stamford, Conn. 


“A research association of producers and 
distributors of power, power units and 
mechanical equipment for the transmis- 

sion of power. 


A POWER DOLLAR SAVED IS A PROFIT DOLLAR EARNED 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





TELL THEM 
and you'll 
SELL THEM 


Lamps, toasters, percolators—they all need tags to put your sales message 
across at the point of purchase. For a tag on your product 


1. IDENTIFIES 
2. GUARANTEES 
3. INSTRUCTS 


We make a great variety of tags of all kinds. If you could see samples of our 
latest work you would find inspiration for tags in your business. Just fill in 
the coupon and we’ll be glad to send you some and prices without obligation. 


Send mea few samples of tags that tell them. No 
obligation of course. 





POSITION 





COMPANY 


Dept. NL 


Framingham, Mass. 
fy 
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During the last few years 
there has been a decided 


Ps 
swin&, RILEY 
STEAM GENERATING UNITS 


A Few of the Companies who have recently installed 


Riley Boilers 
Lynn Gas & Electric Co. . . .205,000 Ibs. /hr.—430 Ibs.—810°F. 


Stone & Webster Engineering Corp., Engineers 
W. Va. Pulp & Paper Co., Covington ... 375,000 lbs. /hr.—600 Ibs.—750° F, 
Titanium Pigment Co. . . . 125,000 lbs./hr.—448 lbs.—637° F. 


Ford, Bacon & Davis, Engineers 


Large Eastern Oil Refinery . . . 300,000 lbs. /hr.—646 Ibs.—740° F. 
Standard Oil of California . . . 125,000 Ibs. /hr.—850 lbs.—760° F. 


Stone & Webster Engineering Corp., Engineers 
Pennsylvania Sugar Refining Co. . . . 350,000 lbs./hr.—400 lbs.—505° F. 
Carbide & Carbon Chemicals Corp. . . . 80,000 lbs./hr.—600 lbs.—650° F. 
W. Va. Pulp & Paper Co., Luke . . . 375,000 lbs./hr.—631 Ibs.—700° F. 
Savannah Sugar Refining Co. . . . 100,000 lbs./hr.—325 lbs.—620° F. 
Kalamazoo Vegetable Parchment . .. 150,000 lbs./hr.—275 lbs.—650° F. 


Prof. C. F. Hirschfeld, Consulting Engineer 


Forstmann Woolen Co. . . . 80,000 lbs./hr.—450 lbs.—612° F. 
General Aniline Co. . . . 65,000 lbs./hr.—450 Ibs.—670° F. 


The swing of plant after plant to Riley Steam Generating Units during the past few years 
has undeniably established Riley as one of the leaders of the boiler industry. 


Be sure to consult Riley when steam generating or fuel burning equipment is being considered. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND 
CINCINNATI ST. PAUL ST. Louis ATLANTA KANSAS CITY CHICAGO 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 


— 


DETROIT 
LOS ANGELES 
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THE CAREFUL INVESTOR JUDGES A SECURITY 
BY THE HISTORY OF ITS PERFORMANCE 


KERITE 
IN THREE-QUARTERS OF A CENTURY OF 
CONTINUOUS PRODUCTION HAS ESTABLISHED 
A RECORD OF PERFORMANCE 
THAT IS UNEQUALLED IN THE HISTORY OF 


INSULATED WIRES AND CABLES 
THE KERITE wisevdcie COMPANY I< 


NEW YORK -CHICAGO SAN FRANCISCO 


a 
x 
a 
sue 
e 
> he 
2 s 
i ‘ 
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when Chapman Non-slam 
Check Valves close! 


There’s no jar or hammer along the line when 

these Non-Slam Check valves close. Slamming 

is made impossible. Pipe joints are made safe 
against leaks. For Chapman has put an end to 
valve-slam with a balanced disc that rides steadily 

in the flow; falls rapidly as the stream slows up; 
closes the instant it stops. The top flap, pushed 
against the stream, cushions the disc to a quiet closure. 


When these valves go on the line—head and power 
losses, maintenance and replacement costs go down. 
Capacity goes up, for there are no obstructions to 
disturb flow. For a Check Valve that will save money 
and grief on any water, gas, air, or oil service, put in 
Chapman’s Non-Slam. Bulletin for the asking. 


Ue HAPMAN 


MANUFACTURING COMPANY 
INDIAN ORCHARD, MASSACHUSETTS 
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INTERNA TIONS ® eae 
RVICE CORP ‘ 

AL PUBLIC SE 

coherent NEW YORK. N. Y- 


Last DISCOUNT OAY= 


LAST DISCOUNT DAY™ 


¥, Thompso! 
1460 Warr 
city 


July 20 


- W, Thompson Bt 
pson 1 1460 Warren ©" 
warren St. 





RIPTION 
Se Snance 


Greater Detail and SPEED 
for Objective Rate Billing 


The complex requirements imposed upon utility companies in connec- 
tion with Objective Rate Billing are ideally met with the International 
Electric Bookkeeping and Accounting Method. This machine account- 
ing method provides for the extension, proof and recording of all 


factors involved in billing complex promotional rates—with no reduction 
in speed. Note the following exclusive advantages: 


7 Automatic recording of basic readings—no transferring of 
* meter sheets. 


Automatic classification of each account according to those 
participating and those not participating in low rates. 


3 Automatic extension and proof at a constant speed of 6,000 
» items per hour, regardless of the number of factors involved. 


4 Bills printed at a constant speed (1,200 to 3,500 per hour) 
. regardless of the number of factors printed on the bill. 


Detailed statistics available as a by-product result. 


This plan may be applied with great advantage, to any type of promo- 
tional rates. Let us send you detailed information. 








INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: , BRANCH OFFICES IN 
(0 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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For Broken Screw Ends with th 
Revolutionary New RILSID 
“‘LonGriP’’ Extractor 


® RIFAID “LonGriP’’ Extractors take out bro- 
ken threaded ends promptly, every time—even with 
equipment running. 

For with RIL81D Drills and Drill Guides the broken 
end is drilled to a thin shell, whether it's at the surface 
or in a hole—and without stopping a machine. 

Then drive in the ‘“‘LonGriP’’ Extractor. The vertical 
flutes take a full length grip—slipping or reaming is im- 
possible—the drilled out broken bolt has to come out. 


See your Jobber or write for the whole story 
of these remarkable tools 


THE RIDGE TOOL CO., ELYRIA, Pp 


Lon NGrRIP 


Oh, EXTRACTORS 


(5 RIAID, the pipe wrench with 

the guraranteed unbreakable hous- 
ing. Strength that meets United States Government and Navy 
specifications. 
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21D} WATER HEATER 


r 
O make this control possible, there must heaters approved by the American 
be built into the racing car the sturdiness, Gas Association. 
the long life, and the ability to absorb the 6 Nev we sh en 
bro- gruelling punishment of the race. So too, list of dinates nas fies Non pw 
‘th the TITAN is built to perfectly control your : 5 
wi ardized on TITAN Controls? 


storage water heater over a long period of 
time, and under the most exacting conditions. 
sken Upon this depends the success of the heaters 
you sell. Your aim is to increase consumer 


face satisfaction. 

seal @ Why take unnecessary chances? Specify 
tica TITAN snap action thermostats, safety pilots 
; im- and temperature and pressure relief valves 


out. with complete confidence, and build good 
will with your customer. 


@ TITAN Controls have delivered for years 
under every conceivable set of conditions, 
with all types of gases. They are rugged, 
sensitive, trouble and service free. They are 
standard equipment on most storage water 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 


E. 22nd Street & Perkins Ave. Cleveland, Ohio 


with 
10.Us> 
Navy 
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b GUARANTEE 


UniFORM 
GH QUALITY 


*, t 
XdeQyen® 


Hees tof cenmiicarion 
“COPPERWELD” wnt <e 


Nine rigid tests, that the finished wire 
must pass before shipment or stranding, 
make certain that it meets exacting speci- 
fications. These, together with the many 
tests of raw materials and of those in 
process, maintain the high quality of 
Copperweld products. 

All genuine Copperweld wire and strand 
bears such a tag of Certified Inspection. 
It is your guarantee that the product is 
time-tested, rigidly inspected Copper- 
weld. 


COPPEAWELD STEEL COMPANY 


GLASSPORT--~-- PA. 


WALKER WEATHERPROOF RANGE OR 
WATER HEATER SWITCHES IN 
STEEL OR ALUMINUM CASES 


Arranged to Thread Into Base of a Socket 
Meter or Connect to the Bottom or Side 
of Meter Cabinet. A Unique Sealable 
Weatherproof Opening Without Gaskets 
or Screws. Any Arrangement of Knock- 
outs or Conduit Hubs. 

Complete Information on Request. 


WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 














ACCURACY 


In the efficient operation of water 
or sewage treatment works, it is of 
utmost importance that a definite 


and ACCURATE knowledge of 


flow conditions be known. 


SIMPLEX VENTURI TYPE ME- 
TERS, because of their SENSITIVI- 
TY and ACCURATE RESPONSE 
to flow variations over a wide range, 
will meet your most exacting flow 
measuring requirements. 


Let SIMPLEX ENGINEERS help 
YOU. 





SIMPLEX VALVE & METER CO. 
6761 Upland St., Philadelphia, Pa. 
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TYPE-FACES 


To INDIVIDUALIZE every department of your business! 


}S Cohie-¥ Moy 82-5 d-ME- Moles acto) (-14- Mb e-bale(-Mlo) MD vile) ¢- MR dat-t aol OMe bt-tebatetoka-) 
faces. Eight of the most popular are illustrated herewith ... 


— 
a Soces 


tals = ly. 
inal as for 


MAKE TYPEWRITER TYPE TALK! 


Make your typewriters spéak your business! 
Royals will do that—AND MORE! The president 
of one organization, for example, selected Royal’s 
Executive (4) for his official correspondence; his 
sales manager uses Royal’s Modern Pica (3). No 
mistaking either’s memoranda; the type-styles 
are as distinctive as the signatures themselves! 
Right now, for different departments, you have 
different forms—each carefully planned for great- 
est efficiency. Match each with the Royal type-face 
SPECIALLY DESIGNED FOR THE SPECIF- 
IC JOB. Consult your local Royal representa- 
tive. He is a specialist in typewriters, and type 
faces. Let him advise you .. . let him tell you 
all about the New Easy-Writing Royal. In your 
office .. . Compare the Work! 


ROYAL TYPEWRITER COMPANY, INC. ~* 7rade-mark for bey-tension device. 
moins eta iene yee 
mches and Agencies the World Over d ~y other 
OMY Lower costs throughout! And DURABILITY | 


LOYAL WORLD’S NO. | TYPEWRITER 
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ALWAYS QUICKEST IN 


SEPARATION 


Gargoyle DTE Oils 
retain this ability 
for 10, 20 and even 


30 thousand hours! 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGHOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 














This page is reserved under the MSA PLAN (Manufacturers Service Agreenient) 





August 13, 1936 


Public Utilities Fortnightly 








ISN’T IT? 


The triangular wedge formed by 
the tang and V-bottom collar, 
which forces the wire into a solid 
mesh— 


NOTICE: 


— 


NO set-screw contact... 


= NO flattening or separating of wires. .. 


{=a 


NO need for you to search any longer for the 
PERFECT solderless connector—WE HAVE 


NO limitation to one size wire. . . 
NO shearing effect whatsoever. . . 


NO special tools required to make 
connection. .. 


CONNELLY REGULATORS 
for APPLIANCES 


60th Anniversary 
1876-1936 


Regulators for Pi- 

lots, Refrigerators, 

Ranges and all Ap- 
pliances. 


The Connelly Jr. (upper left) is made in mf 
size only—compact, simple and sensitive for smi 
capacities. 

Connelly _ T. DCS—Spring Loaded and Type 
DCW—Weight Loaded—are designed for long service 
with a minimum of maintenance. They are rugged; 
simple and direct acting; occupy small space and 
give accurate control. 


IT! 
FREE! A large display board, containing 
mounted samples of ILSCO lugs. Sent 
upon request. Address Dept. 
ILSCO COPPER TUBE & PRODUCTS, INC. 
5629 Madison Rd. Cincinnati, Ohio 


oa + + 
CONNELLY IRON SPONGE & GOVERNOR COMPANY 
Chicago, Illinois’ - 3154 South California Ave. 
Elizabeth, N. J. - - 200 South Second Street 
N. E. Agt.; Theo. H. Piser - Wellesley Hills, Mass. 














Gell pay you to INVESTIGATE... 


510% okt 


e Compensating feed—positive rear end air seals— 
unrestricted coal selection—and much reduced ash 
7 losses— these are some of the advantages that 

towe Stokers—and only Stowe Stokers can give you. 
Investigate these exclusive features. Full details, and 
a copy of Catalog No. 10, on request. Send for one. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio STOWE 
Engineering and Sales Services in Principal Cities on : 
Ss ? f 
Catalog No. 10 is 
complete with 14 dia- 
grams, 20 illustra- 
tions. Send for one. 


A battery of four 
Stowe Stokers burnin, 

cheap midwestern coa: 
—at high efficiency. 


STOKES S 


STOWE STOKERS | 
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Cool and Heat with 
these QUIET Cabinet: 


If you are plan 











purpose? On 
that will cool i 
summer, heat it 


winter and condition the year round, the Buffalo “PC” Cabinet. 

Because of many years experience in the related sciences of air en 
gineering and conditioning, Buffalo engineers can give you valuable assis 
ance on any air conditioning problem from the simple circulation of air t 
the complete air conditioning of an entire plant. 

Bulletin 501 gives you complete information on “PC” Cabinets witl 
capacity table and other engineering data. 


BUFFALO FORGE COMPANY 
444 Broadway Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 





* for Ventilating 
Cooling, Heating 
Air Conditioning 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


BEAT| 


LIGHTNING’S TRIPLE THREAT 





ARRESTERS DESIGNED FOR 
THE NEW CONNECTIONS 


Blown fuse outages can be cut 33 to 50%... 
transformer burnouts 40 to 90%...and cus- 
tomer service interruptions about 50%... by 
using the new lightning arrester arrangements 
(interconnection or 3-Point Protection) instead 
of the standard connection. These facts are 
confirmed by carefully compiled records of 
numerous utilities. 


These records also show, however, that the new.. 
connections impose more severe duties on the 
lightning arresters and greatly increase the 
mortality of the conventional arrester. That's 
why Westinghouse designed the new LV—and 
its ability to withstand the increased duty has 
been proved by more than two hundred thou- 
sand arrester-years’ service. 

Get detailed information on the advantages of 
3-Point Protection and the new LV arresters 
from our representative or from 5-N, Westing- 
house, East Pittsburgh, Pa. ) en0ae 


Westinghouse 
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Pressure Type easy operation 
1-Gallon ies = rapid discharge 
Fire = long range 


Extinguisher large capacity 


Here is the big brother that comes to the rescue of the little fellow” 
when he's trying to handle something beyond his capacity. 


Wherever there are big buses, trucks, gasoline pumps, electric loco- 
motives, transformers, panel boards, and large rotary units, this one- 
gallon pressure-operated Pyrene extinguisher offers greater protection. 


Speed and force of application are important in fire fighting. Give 
the valve of this extinguisher a quarter turn and a strong stream dis- 
charges one gallon of vaporizing liquid in 55 seconds. 


Make sure that you have enough Pyrene one-gallon extinguishers to 
back up your smaller equipment. Write for folder No. 22. 


NEWARK NEW JERSEY 


ATLANTA CHICAGO 
KANSAS CITY SAN FRANCISCO 


rene TI} anufacturin Lome 
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... SHOWS UP IN LOWER ERECTION COSTS 
Grinnell pre-tested fabrication welder could meet the rigid 
means moreaccuratedimensions, requirements laid down by 
fewer field joints, less field Grinnell. 
test — : 
esting —ell Of Wain means When plans call for pipe bend- 
substantial savings in pipe , , ene 
srectinns aaa ing and welded joints, most 
In the Grinnell shops every engineers turn to Grinnell for 
welded joint is the work of an correct interpretation and fabri- . 
expert. In fact, only an expert cation. i 
we 
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GRINNELL COMPANY - 
EXECUTIVE OFFICES = PROVIDENCE, &. 1. no™ 
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FABRICATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDARDS 
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Performance that develops a sense of good feeling en. 
dows an appliance with priceless value as a buiider of 
goodwill. But before performance can become evident 
several things must happen, among which is the de- 
velopment of the urge to possess the appliance. The 
dignity, good taste, and grace of line which character. 
ize the new Niagara Two-Twenty Gas Air-Conditioning 
Unit excite complimentary comment that makes new 


customers. 


W. L. Seelbach, Secretary-Treasurer 
THE FOREST CITY FOUNDRIES COMPANY 
CLEVELAND, OHIO 


Niagara Gas Fired Air-Conditioning Units will.be displayed at 
the Association of Gas Appliances and Equipment Manufac- <4 
turers Exposition at Atlantic City in October, 1936. 


NIAGARA 


Two-Twent y== 
GAS AIR-CONDITIONING SYSTEMS 
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— Alloy tool steels made to exacting specifica- 
tions 

— Old craft thods of individual man- 
ufacture 


— The most rigid inspection and testing or 
each plier 





Klein methods are not mass production 
methods but for a man who demands a 
plier of Klein quality there is no way to 
produce it except the Klein way. 


Mathias 


PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 


to boiler ruptures or steam 
line breaks. : 


Perfect water level con- 
trol assured by the Alti- 
tude Control Valve... 
the most efficient and 
dependable automatic 
valve for tanks, stand- 
pipes and reservoirs. 


Ask for your copy of catalog for our com- 
plete line of automatic control valves 





Golden-Anderson Valve Specialty Co. 
1380 Fulton Bldg. Pittsburgh, Pa. 




















ncreasing the Railro 
or Protecting the Po 


BATTERIES 


ad's Safety, Comfort, 
wer Companies’ Lines 


XIDE Batteries have been so closely associat- 

ed with the development of utilities in this 
country that it is only natural, whenever any new 
development takes place which calls for the use 
of storage battery power, they should be selected. 


And so, with Exide Batteries lighting railway 
coaches, operating signals, etc., it was logical that 
they should have been the pioneers selected for 
air-conditioning railway coaches, for cranking 
Diesel-powered locomotives and for other recent 
developments in the field of transportation. Nor 
is it surprising to learn that they are serving 
with the same fidelity that characterizes their 
performance in the field of oil switch operation 
and other phases of central station operation. 


‘HE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The world’s largest manufacturers of storage batteries for every purpose 


Exide Batteries 


of Canada, Limited, Toronto 
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HYGRADE LAMP BULBS 


SPECIALISTS IN 
STREET LAMPS 


This page is reserved 


Over seventeen million incandescent lamps, eighteen million 
radio tubes sold during 1935 in this country were Hygrade- 
Sylvania made. As the third largest manufacturer of incandes- 
cent lamps, and second largest of radio tubes, Hygrade-Sylvania 
products are efficiently consuming an important part of the total 
current sold by public utilities the country over. Many of these 
lamps and tubes are helping to build load on your lines. 


When you are buying lamps (multiple or series) for street light- 
ing, Hygrade-Sylvania Corporation deserves your consideration. 
Hygrade Lamps offer you the opportunity to make definite econ- 
omies in street lighting costs without the slightest sacrifice of 
quality. Let us prove it with facts and figures! 


ygrade LAMP BULB: 


© 1936, HYGRADE SYLVANIA CORP., Salem, 
Makers of SYLVANIA Set-Tested RADIO TUBES 


under the MSA PLAN (Manufacturers Service Agreement) 








et light- 
eration. 
te econ- 


Public Utilities Fortnightly 








FRIGIDAIRE 
MEETS THE MARKET 


with a complete, unsurpassed line 
of household refrigerators 


@ just as Frigidaire meets every 
fundamental of good refrigeration 
with the finest refrigerator made, 
so too does Frigidaire “meet the 
market” with a complete line of 
household refrigerators that offers 
beauty, a wide range of models, 
and prices to suit every purse. 
Beauty, for instance, such as all 
women admire. Beauty that adds 
to the appearance of the home. 
Beauty that increases customer sat- 
isfaction, and therefore helps utili- 


FRIGIDAIRE CORPORATION 





ties increase customer goodwill. 

In the Frigidaire line, there are 
seventeen household models, rang- 
ing in size from 2 to 18 cubic feet. 

Models are priced upward in 
easy stages to aid step-up selling, 
and retail prices are competitive, 
in keeping with market trends. 

We believe Frigidaire meets ail 
your requirements for a com- 
plete, competitively priced line 
and is the ideal refrigerator for 
you to sell. 


DAYTON, OHIO 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Control! Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 


tories, schedules and the like. In no other - 


way can you make copies so quickly and 
so inexpensively. 


Write today for our new 
book “Capies—Their Place 
én Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 








& 
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FREE TO BUYERS OF PRINTING... 


50¢ to anyone else 


OW combined in one portfolio are liter- 
ally hundreds of helpful ideas for every 


Minan who buys paper and printing. This 


portfolio is the result of years of close con- 


act with hundreds of American business 


rms. It is offered free to advertising man- 


‘peers and other buyers of printing (50¢ to 


ent) 


yone else). If you are responsible for the 
purchase of paper in any way, we want you 
obesure tohave this complete Working Kit. 
The 1936 Working Kit is a small library 
ithin one set of covers. In condensed form 
contains the fundamentals discovered in 
¢ famous Hammermill Survey of Business 
Practice —a research which cost thousands 


of dollars and required two years tocomplete. 


r A : 


Why not dictate a note immediately or 
have your secretary send in the coupon 
below for the Hammermill 1936 Work- 
ing Kit of Letterheads and Printed 
Forms? Sent promptly and gladly. 





Hammermill Paper Co., Erie, Pa. 

Gentlemen: Please send me FREE your new 1936 Work- 

ing Kit of letterheads, printed forms and envelopes. 
(To students or outside U.S., 50¢) 


Name 





Position. 


(Please attach coupon to your business letterhead) 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





...- FLAWLESS GLASS wit 
BRASS BUSHING—‘7/e IDEAL 275u/ato 


@ This rugged new Hemingray Glass Insulator 
When you “line up” with stands up better in all adverse weather condi- 
HEMINGRAY you line up | tions. It’s brass bushed, providing perfectthreads 
these Advantages: | for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 

1. Brass bushed smooth threads — ° ° 
for Insulator pin. pin expansion. Its many all-around advantages 
2. Greater mechanical strength. clearly point to the brass bushed Hemingray 
3. Sustained high dielectric strength as the ideal insulator for low-cost distribution 
+ oe an ms by sunden temper service. All styles in clear and brown color. 
: Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Gia 
INSULATORS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











August 13, 1936 Public Utilities Fortnightly 











Better Lighting 
makes Better Store Fronts 
& 


HAT’S why the Pittsburgh Plate Glass Com- 

pany recommends to every purchaser of a 
Pittco Store Front the installation of adequate 
lighting facilities at the time the store front is 
built. We believe that close codperation between 
the Pittsburgh Plate Glass Company and the 
Public Utilities in this respect, results not only 
in better business for both, but in more efficient 
store fronts for the American merchant. 


If you are not already familiar with the means 
used by our store front department to assist in 
swelling your load through the exchange of pros- 
pects, the maintaining of a store front design de- 
partment, and the showing of films on the value of 
modern store fronts and proper lighting, we suggest 
that you contact the manager of our nearest branch 
warehouse, or write to us direct at Pittsburgh. 
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NATIONAL “GORILLA-GRIP” 


SCRUWEDGE 
LUGS & CONNECTORS 


FOR CONDUCTORS NO. 2 STRANDED AND SMALLER 


SCRUWEDGE LUG 


National 
Scruwedge Connectors ; ' LARGE 
Provide a “Gorilla” Lf : P, CONTACT 
Like Grip Positive <a ; AREA 


and Permanent. 


NO SPECIAL TOOLS REQUIRED. USE PLIERS 
AND A WRENCH OR TWO SMALL WRENCHES, 
OR BY USING ONE WRENCH WIRES CAN BE 
CONNECTED WITHOUT DETACHING LUGS FROM 
APPARATUS ON WHICH THEY ARE MOUNTED. 


Rational Electric 


rPRQoooc¢cTs ee 
Pittsburgh, 
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Utilities Almanack 


{ Third World Power Conference and Second Congress on Large Dams will convene, 
Washington, D. C., September 7-12, 1936. 











{ Illuminating Engineering Society will hold session, Buffalo, N. Y., August 31- 
September 3, 1936. 





qT igturpationel Association of we gd Electricians will hold convention, New York, 
, August 31-September 4, 193 





{ National Association of Power Engineers, Inc., will convene, Chicago, Iil., 
August 31-September 4, 1936. 





{ Canadian Good Roads Association will hold annual meeting, Charlottetown, P. E. I., 
September 1-3, 1936. 








{ League of Iowa Municipalities starts meeting, Davenport, Iowa, 1936. 





{ Central States Section, American Water Works Association, begins convention, 
Cleveland, Ohio, 1936. 





4 Union of Nova ae Municipalities will hold annual convention, Digby, N. S., 
September 2-4, 





1 Loans North Dakota Municipalities will hold session, Mandan, N. D., September 


a es 





q ational Bi! Electrical and Radio Exposition will be held, New York, N. Y., September 





{ American Electronic Research Association will hold annual meeting, Detroit, Mich., 
September 21-23, 1936. 





{ American Bar Association starts 59th annual convention, Boston, Mass., 1936. 





q Pacific Coast Gas Association opens 43rd convention, San Francisco, Cal., 1936. 
{ American Bar Asso., Sec. of Pub. Util. Law, convenes, Boston, Mass., 1936. 











{ Sections of Public Ones Law and of Municipal Law, American Bar Association, 
meet, Boston, Mass., 1936. | 


if 





























Photo by Lewis P. Woltz 


‘“‘Manhattan, 1933” 
by H. Glintenkamp 
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OWNERSHIP, MANAGEMENT, AND REGULATION OF 


The German Public Utilities 


Adequate legal authority of the Hitler government 
for their effective control and necessary constitutional 
power for their complete socialization. 


By THATCHER C. JONES anp KIMON A. DOUKAS 


law is well defined. Such themes 
as legal procedure, rates, valua- 
tion, depreciation, and general regula- 
tory authority have been viewed and 
reviewed by the courts and the law- 
yers, by commissions, accountants, 
and economists; even practical poli- 
ticians have included the subject with- 
in the sphere of their activities. And 
the findings of all have been tried and 
experimented with. As a result, all 
that proved beneficial to the industry 
has been crystallized into legislative 
enactments, commission rulings, and 
voluntary adoptions by the utilities 
themselves. 
Thus, state and Federal acts, court 


[’ the United States public utility 


decisions, commission rulings, public 
and private studies, research by econo- 
mists, engineers, and accountants, fi- 
nancial and operating data assembled 
by allied services, and propaganda ma- 
terial of the utilities and the politicians 
alike, comprise indeed a monumental 
literature on the subject. In short, the 
legal, economic, and financial status of 
the public utility industry in the Unit- 
ed States is clearly delimited. The 
question of supervision and control no 
longer baffles regulatory bodies. 

Such definiteness of public utility 
supervision and ownership, however, 
is partially, if not actually, wanting in 
many of the principal countries of 
Europe. This is particularly true m 
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Germany, where the characteristically 
thoroughgoing and scientific applica- 
tion of sound procedure is conspicu- 
ously absent. Their regulatory laws, 
judicial pronouncements, and general 
literature of merit are distinctly less 
voluminous and complete than ours. 


|S red laws of general application 
throughout the Reich are ex- 
tremely limited in the public utility 
field. An exhaustive search revealed 
the absence of a well-codrdinated leg- 
islative authorization for the existing 
systems. Thus, it has been stated: 
In Germany the four local utilities under 
consideration (water, gas, electricity, and 
tramways) have been almost without ex- 
ception established as monopolies. This has 
occurred without any specific legal sanction, 
simply because the local authorities have 
considered the case for monopoly to be self- 
evident.! 

It is difficult to determine on what 
grounds this absence of legal sanc- 
tion is due. This much is true: (a) 
that in Germany most public utili- 
ties are owned and operated by the 
municipalities, whereas in the United 
States the majority are in private 
hands; (b) that there has been a cen- 
tury old rivalry between the Reich or 
central government and the Laender 
or states, which did not permit the 
Reichstag, as the central legislative 
body, to provide for a uniform system 
of organization, operation, and super- 
vision of public utilities throughout 
the country; and (c) that German 
municipalities, more than elsewhere, 
enjoy a high degree of local autonomy 
or home rule, being practically inde- 
pendent of state and national interfer- 
ence in their administration. 


WwW such considerations in mind, 
it may now be stated that enter- 
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prises, comprising the category of 
public utilities, are more numerous in 
Germany than in the United States, 

Thus, Article 156 of the Weimar 
Constitution designated the privately 
owned coal, potash, and iron indus- 
tries as public enterprises and placed 
them on a basis tantamount to compul- 
sory self-determination under national 
control and supervision.* 

Again, it is common knowledge 
that the railroads, telegraphs, and 
telephones are completely owned and 
operated by the German national 
government. This is equally true in 
France and in most of the other 
European countries. It is only in cer- 
tain cases, notably in England, where 
government ownership does not ex- 
tend to the railroads. 

Furthermore, there is an additional 
element to be considered. What we 
know in this country as “regulated 
competition,’ in Germany appears as 
“controlled monopoly.” Their theory 
is that monopolies eliminate the evils 
of overproduction, reduce wasteful 
exploitation, and do away with over- 
lapping administration through a sys- 
tem of unified and monopolistic com- 
pulsory self-determination under na- 
tional control and supervision. 

In other words, such controlled 
monopoly, owing to its flexibility and 
adaptability, obtains highly trained 
personnel in enterprises whose size or 
importance make public control ex- 
pedient. It is exercised either from 
within, through stock ownership, pro- 
viding for proportional representation 
on the board of directors, or from 
without, on the theory that the indus- 
try is affected with public interest. 
That ipso facto subjects it to public 
regulation and control.’ 





THE GERMAN PUBLIC UTILITIES 


— early years up to the close of 
the World War, public utilities op- 
erated under a decentralized form of 
supervision and control. There was 
very little power vested in the national 
(Reich) government. This, however, 
was substantially changed after the 
war, when in 1919 the Weimar as- 
sembly adopted what is known as the 
Weimar Constitution. It is the most 
recent legislation designed to effect 
control of public utilities. 

Thus, Art. 7, par. 13, provides that 


the Reich shall have legislative com- , 


petence for 


The socialization of natural resources and 
economic undertakings, and also the produc- 
tion, manufacture, distribution, and price 
regulation of economic wares for the bene- 
fit of general economy (Gemeinwirtschaft). 
Such Reich legislative competence 

is superimposed over and above any 
parallel power of the states. This is 
evident from Art. 12, which provides 
that : 

The government of the Reich has the 
right of veto in regard to state laws relating 
to matters within the scope of Art. 7, in so 
far as the general welfare of the Reich is 
thereby affected. 

This article establishes the prece- 
dence of the national (Reich) law 
over any concurrent state legislation. 
In fact, the Reich may now object to 
state enactment on subjects covered in 
the Constitution. Article 14 leaves no 
room for conjecture on this point. It 
declares that: 

The laws enacted by the states shall be 
executed by the authorities of the state, un- 


less the laws of the Reich determine other- 
wise, 


Indeed, the last-cited article virtually 
eliminates the need of constitutional 
amendments.* The contrast is ob- 
vious. Whereas, the American Con- 
stitution guarantees a republican form 
to the states, and in no uncertain terms 
safeguards their sovereignty, the Ger- 
man Constitution withdraws it from 
the states and vests the all-important 
power of amending the Constitution 
in the Reich.® 


HAT, however, was considered at 

the time to be a fait accompli; 
namely, the centralization of the Ger- 
man states, was not practiced until 
recent years. It remained for the 
National Socialist Party to accomplish 
that which neither Bismarck, nor the 
Weimar assembly could achieve. After 
a period of thirteen years, Hitler in 
1933 was successful in fulfilling his 
1920 declarations — a complete cen- 
tralization. It has far-reaching pos- 
sibilities in connection with the Nazi 
socialization program of public utili- 
ties throughout Germany. 

Indeed, the Hitler decrees left noth- 
ing undone to effectuate a complete 
unification with the unmistakable sub- 
ordination of the respective states to 
the Central Government. The decree 
of April 2, 1933, provided that the 
state governors, with the exception of 
Prussia, were to be named by the 
Chancellor and appointed by the Presi- 
dent, and were to hold office at the ab- 
solute pleasure of the former. And 
now that Hitler enjoys the powers of 


e 


“Basic laws of general application throughout the Reich 
are extremely limited in the public utility field. An exhaus- 
tive search revealed the absence of a well-codrdinated legis- 
lative authorization for the existing systems.” 
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the consolidated offices as Reichs- 
fuehrer, his dominance of the state 
governments is complete. His ap- 


pointees have the power to appoint 
and remove state cabinets, dissolve 
state assemblies, and prepare and pub- 
lish state laws (Art. 1).® 


N addition to such unprecedented 

power over the state governments, 
Hitler divested himself of many con- 
stitutional restrictions. This he engi- 
neered through the so-called Enabling 
Act of March 24, 1933, which expires 
April 1, 1937. The act declares that 
the Central Government may enact 
laws in contravention of the Weimar 
Constitution, just so long as the Reich 
enactments (a) do not affect the posi- 
tion of the Reichstag and Reichsrat, 
both at present wholly disorganized, or 
practically dead; and (b) they leave 
unchanged the powers of the Presi- 
dent, whose office remains vacant at 
present (Art. 2).” 

The Nazi have thus usurped all 
three divisions of governmental power 
— legislative, executive, and judicial. 
Effective checks to constitutional 
changes, or to overt acts of an ambi- 
tious demagogue have been removed. 
What an anomaly to our way of think- 
ing! Yet, the theory of the Reichs- 
fuehrer finds a parallel in that of our 
foremost “braintrusters,” who only 
recently contributed the following 
startling paragraph: 

. that executive, legislative, and 
judicial functions are not unalterably fixed, 
but are subject to revision. Government, or 
any part of it, is not in itself something ; 


it is for something. It must do what we 
“et of it or it must be changed so that it 
ill, 


Herr Hitler has altered both form 
and substance of the German Consti- 
tution, so that it now “does what he 


expects of it.” The effect on the social 
and economic life of the people, as ex- 
pected, is pronounced. The old bar. 
riers to concentration, whether politi- 
cal or economic, are largely broken 
down. 


ibe constitutional changes place 
socialization, or more accurately, 
nationalization of utilities, aside from 
the railroads and other means of com- 
munication, well within the range of 
legal possibility. Interstate service, 
particularly of electric power, may 
now be more effectively developed. 

A clear picture of the situation, as 
it exists today in Germany, may be ob- 
tained by a consideration of pre-Nazi 
enactments and decrees which paved 
the way for the present legal set-up 
of utilities. A brief review, especially 
of the leading measures, which laid the 
foundation for the prevailing condi- 
tions, becomes necessary. 

Reference has already been made to 
the unmistakable declaration of “so- 
cialization,” contained in Art. 7, par. 
13, of the Weimar Constitution of 
1919, This illusive panacea for the 
evils of our modern mechanical civili- 
zation permeates the German Consti- 
tution. It is still in progress. But 
a retrospective glance at its precursors 
will clarify our understanding of the 
entire development. In examining 
such legislative measures, we shall 
observe their effect on the development 
of German public utilities. The elec- 
tric industry provides an adequate 
basis for such a study. 

It must be realized at the outset that 
legislation had little effect on the de- 
velopment of the electric light and 
power industry in Germany. During 
the early stages, the industry enjoyed 
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THE GERMAN PUBLIC UTILITIES 





German Constitution under Hitler 


6 i I ERR Hitler has altered both form and substance of the 
German Constitution, so that it now ‘does what he expects 
of it. The effect on the social and economic life of the people, as 


expected, is pronounced. 


The old barriers to concentration, 


whether political or economic, are largely broken down.” 





a high degree of independence. It was 
neither stimulated nor retarded by 
government measures. On the con- 
trary, it must be emphasized that pri- 
vate capital and private initiative were 
solely responsible for the progress 
made. But its later development in- 
volved municipal organization, plan- 
ning, and foresight. 


| ome to the World War, the Reich 
Department of Interior advocated 
legislation with a threefold design: 
(a) to curb and actually control pri- 
vate monopolistic aspirations of large 
concerns; (b) to reduce constantly 
mounting rates, on the one hand, and 
to consolidate small and independent 
electric plants, on the other; and (c) 
to provide new revenues for the gov- 
ernment through additional taxes un- 
der the requirement of having all en- 
terprises producing and distributing 
electric energy incorporate as A. G. 
(“Aktiengesellschaft” ).° 

Ostensibly, the Reich was primarily 
interested in the additional revenues 


obtainable under the proposed legisla- 
tion. On the other hand, the various 
state governments wanted to have the 
right to subscribe up to 20 per cent of 
the entire capitalization. Such partici- 
pation, they figured, would give them 
a voice in the management, and a 
share of the profits. 

War exigencies, however, termi- 
nated such governmental proposals, 
which, it may again be pointed out, 
were fiscal in character rather than 
regulatory. Yet, the unfortunate 
termination of the measures left un- 
obstructed the development of alto- 
gether different theories, which are 
comprised in the all-embracing term 
“socialization.” And for the first time, 
during the war period, with so many 
extenuating circumstances confronting 
the government, attempts were made 
to regulate and supervise public utili- 
ties. 

Such regulation and supervision, 
however, was regarded to be largely 
a conservation measure rather than a 
fiscal exploitation. 
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HUS, viewing with alarm the 
wasteful production of coal, the 
Federal Council empowered the Chan- 
cellor on June 21, 1917, to regulate 
production, transportation, and con- 
sumption of electricity, gas, steam, 
compressed air, and water (Art. 1). 
In turn, the Chancellor, by his decree 
of August 30, 1917," appointed a 
Federal Commissioner (Art. 1) to ad- 
minister, under his direction and in 
close coéperation with the War De- 
partment, though quite independently 
(Art. 2), the provisions of the act. 
The Commissioner had his central of- 
fice in Berlin, and was empowered to 
appoint representative officials (Art. 
3), in various parts of the country 
(Art. 4). He was assisted by an ad- 
visory committee, the members of 
which were nominated by him and 
appointed by the Chancellor (Art. 5). 
When the war was over, and a re- 
publican form of government was 
established, fiscal as well as conserva- 
tory measures were turned into regu- 
latory standards. Provision for con- 
trol of enterprises, affected with a 
public interest, was made in Art. 156 
of the 1919 Constitution. The fram- 
ers of the Constitution insisted upon 
including in this article the latest 
ideas, theories, and plans of “sociali- 
zation,’ as advocated by the so-called 
progressive and public-spirited Ger- 
man writers. 


S° far-reaching have been the so- 
cialistic changes, which took place 
in Germany since the adoption of Art. 
156, that a restatement should prove 
of interest : 


The Reich may, without prejudice to the 
right of compensation, by law transfer to 
public ownership private economic enter- 
prises suitable for socialization, applying 


thereby analogously the regulations relating 
to expropriation. The Reich may allot to 
itself, the Lands or the Communes a share 
in the administration of economic enterprises 
and associations or secure to itself a con. 
trolling influence therein in some other way, 

The Reich may also in case of urgent 
necessity for socio-economic interests, by 
law effect a combination of economic enter- 
prises and associations on the basis of self. 
administration with the object of securing 
coéperation of all working elements of the 
population, of allowing employers and em- 
ployees a share in the management and reg- 
ulating the production, fabrication, distriby- 
tion, utilization, price fixing, and the im- 
portation and exportation of economic goods 
according to the principles of national 
economy. 

The codperative industrial and economic 
associations and their unions (Erwerbs-und- 
Wirtschaftsgenossenschaften) shall at their 
request be incorporated in the socialized 
economic system, their constitution and 
peculiarities being thereby taken into con- 
sideration. 


This article was the embodiment 
of previous socialization measures. 
They were initiated in the law of 
March 23, 1919," Art. 2 of which 
provided : 

The Reich may by law, upon payment of 
due compensation, transfer to public owner- 
ship private economic enterprises suitable 
for socialization, which are occupied with 
the exploitation of the products of the soil 
(treasures) and the utilization of natural 
forces. ‘ 

It may also, in case of urgent need for 


social economic interests, regulate produc- 
tion and distribution of economic goods.!8 


oo 3 further provided for a 
transfer (in ownership and op- 
eration) of the new economic system 
either to the Reich, to the states, to 
the municipalities, or to municipal un- 
dertakings. Whatever its form, it 
was to remain, to be sure, under the 
ultimate supervision of the Central 
Government through specially ap- 
pointed officials.* Similarly, the law 
provided for the regulation of coal 
and coke.” 

In comformity with that law, the 
Reich government issued on August 
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21, 1919, an executory decree, thereby 
installing at the Ministry of Finance 
a Commissioner, whose duty was to 
regulate national production, distribu- 
tion, and utilization of electricity, gas, 
and water, as well as coal production.” 

The effectiveness of such legisla- 
tion was vouchsafed in Art. 153 of 
the Weimar Constitution, which cov- 
ers the right of expropriation. It pro- 
vides in part as follows: 


Expropriation can only take place for the 
public benefit and on a legal basis. Ade- 
quate compensation shall be granted, unless 
a Reich law orders otherwise. . Com- 
pensation must be paid if the Reich expro- 
priates property belonging to the states, 
Communes, or public utility associations. 

Property carries obligations. Its use 
shall also serve the common good. 

oo post-war regulation of the 
electric industry in Germany was 
initiated with the act of December 31, 
1919, providing for the socialization 
of all electric energy and current.” 
The purpose of the act was to place 
the electric industry under the absolute 
authority of the Reich. Its main fea- 
tures were (a) the subdivision of the 
country into electrical districts, and 
(b) the consolidation of the existing 
power plants into a uniform system of 
production and distribution under a 
unified control. The weakness of the 
act was its optional feature. The ex- 
ecution of the act required further 
details, which were to be enacted by 
separate legislation to be introduced 
before April 1, 1921. Failure to en- 
act such additional measures resulted 


in its expiration by October, 1926.%* 

The advocates of _ socialization, 
however, were not to be disheartened. 
A bill was proposed (a) to legalize 
districts, as provided in the Act of 
1919, and (b) to authorize the Reich 
to acquire or lease, on due compensa- 
tion or indemnity, all private power 
plants of more than 5,000 kilowatts 
capacity and all high-tension lines of 
more than 50,000 volts. The compen- 
sation or indemnity was to be based 
on either (a) the income during the 
three years preceding the war, or (b) 
on cost of reproduction less deprecia- 
tion. All expropriation rights claimed 
by the states or municipalities were 
to be voided. On the other hand, 
whenever private capital owned more 
than 25 per cent of a mixed enterprise, 
the latter was to be considered a pri- 
vate concern. To effectuate further 
expropriation, the sum of one billion 
marks was to be appropriated by the 
national legislature. 


y was fortunate that the bill never 


became law. In the expert opin- 
ion of Dr. R. Haas, such law “would 
have resulted in a scattering of Ger- 
man electro-economy.” ™ 

Another attempt was made, and a 
second bill was introduced in the 
Reichstag.” This provided for an ad- 
visory council (“beirat’”) to the elec- 
tric industry. Members of the council 
were to be members of the Reichstag 
and Reichsrat, representatives of the 


“WHEREAS, the American Constitution guarantees a@ re- 
publican form to the states, and in no uncertain terms safe- 
guards their sovereignty, the German Constitution with- 
draws it from the states and vests the all-important power 
of amending the Constitution in the Reich.” 
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labor parties, and consumers. In ad- 
dition, the bill provided that twenty 
experts and technicians were to repre- 
sent the electric industry at large. 
Whatever its advantages over the pre- 
vious bills, this last legislative attempt, 
like the others, suffered defeat. 

Probably the failure of the forego- 
ing legislative attempts was largely at- 
tributable to the fact that by 1919- 
1920 there were few strictly private 
public utility enterprises. The experi- 
ences of war and the financial difficul- 
ties subsequent thereto led many mu- 
nicipalities to acquire electric power 
systems." Since the early post-war 
acquisitions there has been a rapid de- 
velopment in public purchase and op- 
eration of electric light and power en- 
terprises in Germany. 


_— to one work, 82 per cent 


of the electric power business is 
either wholly or partly under public 
control.” Another author states that 
in 1928 more than 50 per cent of elec- 
tric current was generated by publicly 
owned plants, while more than 25 per 
cent was produced by plants owned 
jointly by public and private interests, 
whereas less than 15 per cent was gen- 
erated by wholly privately owned 
plants. According to a third work, 
there were 614 electric units in 1929, 
of which 16 were owned by the Reich, 
5 were leased by municipalities, 181 
were privately owned, 319 were mu- 
nicipal plants, and 93 were mixed en- 
terprises, that is, owned and operated 
by joint boards consisting of public 
and private participation.** 

An attempt to unify the entire sys- 
tem through the creation of the so- 
called “power zone network” by the 
pooling of power supply, while theo- 


retically desirable, has not been devel- 
oped on any basis comparable with the 
English “grid” or the power intercon- 
nections in America. The conviction 
that a better load factor and that ulti- 
mately lower prices would result has 
not been sufficiently strong to effectu- 
ate such a unified system.™ 

Curiously enough the various post- 
war legislative attempts to perfect the 
electric light and power industry 
throughout the Reich met with com- 
paratively little success. Though the 
Germans may be considered thorough 
and scientific, they lack a focal point 
in their legislative ventures. 


B” it is equally true that while oth- 
er countries in Europe, notably 
France and Great Britain, spread on 
their statute books cumbersome and at 
times unworkable legislation designed 
to direct their activities and to circum- 
scribe the acts of their humblest ad- 
ministrative servants through laws 
and ministerial decrees, it is different 
in Germany. Germans bother less 
with plans than with results. They 
are concerned with substance, not 
form. But when they undertake 
things, they are more likely to carry 
them out most thoroughly.” 

However, one must not hastily now 
conclude that Germans act on impluse 
and more or less disregard fundamen- 
tal rules of law. Such a conclusion 
would be far from the truth. Their 
legal system, and in fact, the Con- 
tinental system, is just as rigid, or just 
as elastic, as our Anglo-American ju- 
risprudence. The difference lies in 
the application. 

Continental practice adheres to the 
theory that the Constitution implicitly 
grants to the executive, or some speci- 
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Regulation and Socialization 


— becomes obvious that there exists in Germany not only ade- 
quate legal authority for effective regulation of public util- 
ties, but also the necessary constitutional power for their complete 


socialization. 


This is significant as the German interpretation of 


enterprises ‘affected with public interest’ embraces a wider category 
of activities than is commonly accepted in America.” 





fic organ or agency of the govern- 
ment, the general power to issue co- 
legislative regulations for all laws 
passed by the national legislature. 
Regulations of this sort form the so- 
called ordinances or “secondary legis- 
lation.” *” 


- England and the United States, 


on the other hand, such ordi- 
nances or decrees, issued for the ex- 
ecution of a particular act, are callel 
“statutory rules,” and likewise have 
full force of law. The right to issue 
them, however, is delegated by or in 
the same statute which is to be execut- 
ed. Such right is granted only in the 
particular case where the legislature 
feels unable to specify the details of 
the law in question. 

Professor Dicey has aptly contrast- 
ed two legal systems when making the 
following statement : 

Under the English system elaborate and 


detailed statutes are passed, and the power 
to make rules under the statutes, e. g. by 


order of the Council or otherwise, is in- 
troduced only in case where it is obvious 
that to embody the rules in the statutes is 
either highly inexpedient or practically im- 
possible. Under the foreign, and especially 
the French system, the form of laws, or in 
other words, of statutes, is permanently af- 
fected by the knowledge of legislators and 
draftsmen that any law will be supplement- 
ed by decress.28 

It becomes obvious that there exists 
in Germany not only adequate legal 
authority for effective regulation of 
public utilities, but also the necessary 
constitutional power for their com- 
plete socialization. This is significant 
as the German interpretation of en- 
terprises “affected with public inter- 
est” embraces a wider category of 
activities than is commonly accepted 
in America. 

The extent to which public owner- 
ship and operation of public utility 
undertakings are developed, therefore, 
depends upon economic, social, and 
political expediency. Under the pres- 
ent régime political expediency dom- 
inates. 
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For a More Tolerant Business Outlook 


74 AS the new president of the National Association of Manufacturers, 

let me predict that American business during the coming year 
will achieve an increasing degree of this tolerance and a growing under- 
standing of its responsibilities in publicly interpreting and improving the 


system of which it is the exponent. 


Surely the business man who has 


had the courage, energy, and intelligence to survive the last five years 
has the stature to accept and the ability and determination to meet this 
criticism in the fullest interest of national progress.” 


—Corsy M. CHESTER, 


President, National Association of Manufacturers. 
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The Growing Tendency toward 


Strait-jacket Regulation 
What Will Be Its Result ? 


WHEN the opponents of the utilities say that regulation has broken down 

they mean, declares the author, that it is too lax, is too loosely administered, 

does not go far enough; whereas the truth is that if and when regulation 

does break down it will be because it is too rigid and goes too far; that 
this is the real danger confronting regulation. 


By H. O. WEAVER 


Le argument of the advocates 


of government ownership and 
operation of public utilities is 


based on the assumed failure of 
regulation. “Regulation has broken 
down,” is the familiar phrase. “It 
does not protect the consumer from 
excessive rates nor the investor from 
misuse and loss of his funds. It has 
been tried and found wanting. It has 
failed. Government ownership is the 
only remedy.” So run the familiar 
charges. 

Well, if regulation has indeed 
broken down, the question for public 
ownership advocates to ponder is this: 
If government cannot succeed at the 
comparatively simple job of regula- 
tion, which is its natural function, 
how can it hope to succeed at the in- 
finitely harder and more complicated 
job of operation, for which it is 
fundamentally unfitted ? 

And if it cannot find the few hun- 


dred competent men that are sufficient 
for regulation, where can it find the 
thousands that would be required for 
operation ? 

When the opponents of the utilities 
say that regulation has broken down, 
they mean that it is too lax, is too 
loosely administered, does not go far 
enough; whereas the truth is that if 
and when regulation does break down 
it will be because it is too rigid and 
goes too far. This is the real danger 
confronting regulation. 

Always it is assumed that the cure 
for the ills of regulation is more 
regulation. Never does it seem to be 
suspected that the cure may lie in 
less rather than more. Yet a little 
reflection should convince that this is 
the case. 

Once a regulatory agency is set up 
by government and invested with cer- 
tain powers, it finds that the objects 
over which it is given jurisdiction are 
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so interwoven with objects over which 
it has not been given jurisdiction that, 
to make its control over the former 
“effective,” it at once begins to press 
for authority over the latter also. 
Then, it assumes, everything will be 
all right. But no sooner does it se- 
cure from a compliant legislature the 
added authority than it is faced with 
the original problem. Its enlarged 
jurisdiction uncovers a new line of 
contacts which seemingly makes neces- 
sary a further extension, and this, 
when granted, merely starts the ball 
rolling again. The further its author- 
ity is extended the greater the appar- 
ent necessity of extending it still fur- 
ther. Bureaucracy is never satisfied 
short of complete and absolute con- 
trol. This is a law of its being. Even 
when it finds the Constitution block- 
ing its path, not even then does it 
cease its expansive efforts but imme- 
diately seeks a way through, around, 
under, or over the offending obstacle. 


W: see this strikingly illustrated in 
the history of the AAA. Limit- 
ed at first to wheat and cotton, our 
two great export crops, it was thought 
by its projectors that it could be con- 
fined to these; but it immediately set 
up such disturbances and dislocations 
in other parts of the agricultural econ- 
omy that similar control measures 
were rapidly extended to other farm 
products down to and including pea- 
nuts and potatoes. Starting on a 
rather loose and purely voluntary 
basis, it quickly tightened its grip, 
took on the attributes of compulsion, 
and throughout its comparatively brief 
existence constantly tended towards a 
rigid and vise-like control,—thus ex- 
hibiting in rapid succession (until halt- 


ed by the Supreme Court) the charac. 
teristic phases of bureaucratic en. 
croachment upon and final suppression 
of individual liberty. 

Herbert Spencer long ago pointed 
out that the common error is in sup- 
posing that social agencies will work 
only in ways that are anticipated— 
will produce the good results expected 
of them, and no others. The bad re- 
sults, he says, are explicable enough 
when they appear, as they invariably 
do, yet they are never foreseen. He 
wrote an essay on “The Sins of Legis- 
lators” which might have been written 
yesterday, so truly does it portray 
what is happening now. It should be 
compulsory reading for all officehold- 
ers and voters. In it he devotes con- 
siderable space to what he calls “legis- 
lative miscarriages,” which not only 
fail to remedy the evils at which they 
are aimed but actually create new evils 
worse than the old; and he warns of 
the folly of trusting “a theorizing 
benevolence rather than an expe- 
rienced self-interest.” 


Pca example of the perils 
of excessive regulation—coming 
closer home to the gas and electric 
utilities—is that of the railroads. 
Here the encroachment upon their 
autonomy has been slower but none 
the less sure and we may even now be 
witnessing its final phases. Year by 
year and little by little the regulating 
authority has gathered to itself more 
power over the roads, and of course 
as the power of the authority waxed 
that of railroad management waned. 
About all that is left to the latter now 
is the privilege of finding the money 
with which to pay the exactions 
saddled upon it by legislative and com- 
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mission decree. Today, out of a total 
mileage of 245,000, 67,000 miles— 
more than one fourth—are in receiver- 
ship. If, as many think, the next and 
final step is outright government own- 
ership and operation—for which a bill 
has already been introduced in the 
Senate—it will be largely because of 
the insatiable demands of regulation 
which left the roads in the intoler- 
able position of responsibility with- 
out authority, from which there was 
apparently no escape save by jump- 
ing from the frying pan of regula- 
tion into the fire of government 
ownership. The idea that the roads 
might be saved by loosening the ten- 
tacles of regulation has apparently 
not been considered. It would be a 
grim paradox if the very efforts of 
a government at last aroused to the 
necessity of conserving the railroads 
as the backbone of the country’s 
transportation system should have the 
effect of destroying them as instru- 
mentalities of public service privately 
owned and operated. 


Ww the gas and electric utilities 
go the way of the railroads? 
Utility regulation is not nearly so old 
as railroad regulation but it is follow- 
ing the same pattern. Each year sees 


substantial additions to the area 
brought under regulatory control and 
a corresponding shrinkage of the area 


left to private initiative. Unless 
checked by some counter force, there 
is every reason to apprehend that the 
former will gradually overspread and 
submerge the latter. One advantage 
of the railroads is that there is at pres- 
ent a marked abatement of political 
hostility against them ; while the polit- 
ical atmosphere is surcharged with 
animosity against the utilities. Their 
situations are different in other re- 
spects, too, but their resemblances are 
more important than their differences 
so far as regulation is concerned. 
There is constant pressure against 
both for lower rates, and the political 
ear is much more sensitive to the 
plaint of the customers than to the 
plea of the corporations. 

The danger, then, which is by no 
means fanciful, is that the utilities 
may be so strait-jacketed by legislative 
restrictions, inhibitions, and prohibi- 
tions that they will fail through sheer 
inability to move, and then will have 
to be taken over by government as 
the only practicable means of shaking 
off the regulative incubus which gov- 
ernment itself has imposed. Thus will 
come the real “break-down of regula- 
tion,” and it will come not from doing 
too little but from attempting to do 
too much. 

When government takes the field as 
owner and operator, the whole regula- 
tive apparatus is junked. The régime 


2 


“THE danger which is by no means fanciful, is 
q that the utilities may be so strait-jacketed by legislative re- 
strictions, inhibitions, and prohibitions that they will fail 
through sheer inability to move, and then will have to be 
taken over by government as the only practicable means of 
shaking off the regulative incubus which government itself 


has imposed.” 
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of overregulation is succeeded by the 
régime of no regulation. What was 
heinously wrong under private own- 
ership becomes eminently right under 
government ownership—though the 
untutored citizen may have difficulty 
in appreciating this moral metamor- 
phosis. Rates, under the former, 
must be just and reasonable; under 
the latter, may be anything at all. 
Accounting, rigorously prescribed un- 
der the one to reveal all the elements 
of cost, may under the other ignore 
or conceal many of these elements. 
Discrimination among users of serv- 
ice, forbidden in all cases to the pri- 
vate utilities, is, in the case of the 
TVA, for example, made mandatory 
by law. (Do the consumers discrim- 
inated against suffer less because the 
injustice is inflicted by the govern- 
ment?) In short, the government 
recognizes only such limitations upon 
its complete freedom of action as it 
graciously consents to impose upon 
itself, and these it may alter at will. 


i is pertinent to ask, what has gov- 
ernment to show as its warrant for 
expecting superior results to flow 
from its conduct of business enter- 


prises? Where are the enterprises to 
which it can point as examples of such 
results?) Are not waste, inefficiency, 
and extravagance the invariable con- 
comitants of its incursions into the 
field of business? And are not its 
ventures marked by a trail of deficits? 
True, it is lavish in its promises of 
what it will do but treads gingerly 
over what it has done. It keeps the 
word of promise to the ear but breaks 
it to the hope. 

Even when we come to those pri- 
mary duties which we are obliged to 


entrust to government—such as police 
protection, law enforcement, adminis. 
tration of justice—does it perform 
even these with shining success? With 
most of us the verdict would undoutt- 
edly be that its performance falls far 
short of perfection and often is less 
than acceptable. Until it shows great. 
er competence in discharging those 
functions which must of necessity be 
committed to it, and for which it js 
naturally most fitted, it is presumptu- 
ous for it to demand and folly for 
the electorate to grant it power to 
conduct purely business undertakings, 
for which it has no natural fitness at 
all. This would be reversing the par- 
able of the talents and rewarding the 
unfaithful servant. 

As has often been pointed out, gov- 
ernment is organized for political pur- 
poses, industry for business purposes. 
Neither is qualified to take over the 
functions of the other. Indeed, the 
better each is organized to perform 
its own functions, the less it is qual- 
ified to perform those of the other. 


Bpeersanen of some sort there 
must be, and the only agency to 
which we can intrust it is government. 
The practical question, therefore, is— 
What sort of regulation and how 
prevent it from developing into a 
meddlesome and rapacious bureaw- 
cracy which will eventually strangle 
the object of its attentions, even when 
its intentions are ostensibly benevo- 
lent? This is a grave problem of the 
present and the future. Its solution 
hinges upon a change in psychology 
and especially political psychology, 
which will enable the question to be 
approached from the standpoint of 
economics rather than emotion. 
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Value of Private Initiative 


(64-\ UR great industrial system, imperfect 

though it be, has given America the 
highest standard of living ever known, and is 
the creation of private initiative and individ- 


ual enterprise, ‘working for profit.’ 


The 


preservation of these qualities is as vital to the 
utility industry as to any other and their ex- 


tinguishment would be as fatal.” 





One of the most serious students of 
the problems of regulation was the 
late Arthur Twining Hadley, presi- 
dent of Yale University from 1899 
to 1921. Dr. Hadley was a specialist 
in railroad history and laws, and prior 
to his presidency of Yale was a lectur- 
er on railroad transportation at that 
institution; and he was also an econ- 
omist and essayist of international re- 
pute. He was that rare combination, 
a practical idealist. He held strongly 
individualistic views on the subject 
of utility regulation, shared by few 
public men of his time, but seen 
through the perspective of the years 
they stand out as worthy of restate- 
ment at this time. 


A a witness before the commission 
on Revision of Public Service 
Commissions Law of the State of 
New York, at a hearing held in New 
York city in November, 1929, Dr. 
Hadley developed his views at some 
length, of which the following is a 
brief summary : 

He believed that the initiative in 
rate making should be left largely 
with the companies; that they should 
not only be permitted but encouraged 
to experiment by the method of trial 


and error to determine what rates 
produce the greatest stimulus to con- 
sumption and at the same time yield 
the largest net income to the company. 
Under this system he believed the pub- 
lic normally gets progressively lower 
rates and the company has a strong 
incentive to make improvements and 
economies. This was better, he 
thought, than limiting earnings to a 
fixed return on a fixed rate base be- 
cause in his opinion this tended to 
retard progress. He did not believe 
in the theory that the way to give to 
the consumers was to take from the 
stockholders—which merely harmed 
the latter without materially helping 
the former; but that the emphasis 
should be placed upon inducement 
to efficiencies and economies which 
would benefit consumer and company 
alike—the one by lower rates, the 
other by increased net income. “Tak- 
ing the world over, the successes have 
been made by giving men the motive 
of profit to make improvements and 
to make reductions,” he declared; and 
he added that this was doubly neces- 
sary in a comparatively new and grow- 
ing industry, like the electric industry, 
where progress depended on experi- 
mentation. It was the abandonment 
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of this principle, he thought, that 
caused the stoppage of railroad build- 
ing in this country a number of years 
ago and contributed to the unfortunate 
results that marked the subsequent his- 
tory of the railroads. Taking rate 
making out of the hands of railroad 
men stopped railroad building, he was 
convinced; and he hoped the electric 
industry would be spared a similar 
misfortune. The one thing which he 
held to be indispensable—repeating 
this again and again—was the preser- 
vation of initiative in the hands of the 
owners of the industry. Whatever 
the system of regulation—and he held 
regulation was necessary to prevent 
abuses—it should allow full play to 
private initiative both on the operat- 
ing and on the commercial side—upon 
which the well-being of the industry 
and its ability to serve the public de- 
pended. “Every successful inven- 
tion,” he said, “either in the way of 
machinery or in the way of policy, 
in railroad matters and in electrical 
matters, has been put through mainly 
under private enterprise working for 
profit. And considering how much 
state railroad enterprise there has 
been, that’s a very striking thing.” 


. is not necessary to agree with 
every detail of Dr. Hadley’s views 
in order to perceive that they afford 


food for serious thought. Our great 
industrial system, imperfect though it 
be, has given America the highest 
standard of living ever known, and is 
the creation of private initiative and 
individual enterprise, “working for 
profit.” The preservation of these 
qualities is as vital to the utility in- 
dustry as to any other and their ex- 
tinguishment would be as fatal. Upon 


this plank in his platform, at least, we 
can take our stand with Dr. Hadley, 
and if this can be sustained the indus. 
try need not despair of the future. 
But if disaster is to be averted, some 
way must be found to halt regulation 
this side of the virtual absorption of 
the functions of management. It is 
not likely that the people of this coun- 
try will favor the nationalization of 
either the railroads or the utilities as 
a matter of deliberate intention. The 
danger is that it may be brought about 
not by intention but by indirection— 
by regulation being pushed so far and 
made so onerous that government 
ownership is the only way out. 

The only preventive is public opin- 
ion, which is still in a state of flux, 
though there are signs that it is be- 
ginning to crystallize against further 
extensions of government into the 
realm of private business. It may be 
that the government’s far-flung opera- 
tions in the Tennessee valley and else- 
where will be such an object lesson in 
the profligate waste of the taxpayers’ 
money as to solidify public sentiment 
against further adventures of this 
sort; and if this should be the case 
they will be almost worth their cost. 
Attacks on the utilities would no 
longer pay political dividends; and 
when it ceases to be politically profit- 
able to attack the utilities, the attacks 
will stop. 

While the good sense of the Ameri- 
can people may be relied upon to assert 
itself eventually in this as in other 
matters, time is of the essence and any- 
thing that will hasten the formation 
of a sound public opinion will by so 
much conserve the nation’s most valu- 
able asset—the spirit of independence, 
enterprise, and initiative of its citizens. 
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A Model State Commission 
for Utility Regulation 


No. I. 


General Requirements 


In this and another article which is to follow the author discusses public 


utility regulation by state commissions by a plan which he terms the 


odel 


Commission. In the present article he considers the qualifications for mem- 

bership in such a commission, the selection and removal of commissioners, 

tells how he thinks the work of the commission should be financed, and 
emphasizes the value of codperation with other commissions. 


By LAURENCE E. BATY 
C= literature has voiced 


considerable criticism of our 
public utilities commissions. 
Present economic distress, coupled 
with various governmental investiga- 
tions, is causing people to believe that 
the commissions have not been “up 
to snuff” in protecting the consumers 
from excessive rates charged by the 
“power trust.” Some even are going 
so far as to say that our state com- 
missions actually are in the pay of the 
so-called “trust” and “Wall Street.” 
Reports of the Senate Investigating 
Committee and the Federal Trade 
Commission showed transactions so 
fantastic that the lay mind could inter- 
pret them only in one way—big busi- 
ness in general, and each utility in par- 
ticular, has been out to get the public. 
Why such transactions have got by 
the protectors of the public seems 
mysterious and tends to indicate that 
such protecting commissions have been 


very lax. The public fears that regu- 
lation has broken down and that the 
commissions cannot cope with the sit- 
uation, or will backslide if given an- 
other chance. 


6 By remedy offered by those 
afraid of the “Street” (and those 
standing to profit by promoting this 
fear) is for governmental owned and 
operated public utilities. It is neces- 
sary only to notice Muscle Shoals, 
Boulder dam, TVA, and other “‘irri- 
gation” and “navigation” projects 
with mammoth power plants in con- 
nection, but too remote from load 
centers to be of any immediate value. 
Those proponents of public owner- 
ship and operation do not mention that 
politicians lax in regulation can be 
even more lax in direct operation. 
Taking all in consideration, it is my 
opinion that irregular transactions 
have taken place mostly because of 
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the constitutional, statutory, and geo- 
graphical limitations on our present 
commissions. 

A. V. Gillou, chief engineer of 
the Wisconsin Public Service Com- 
mission, speaking before the Ameri- 
can Institute of Electrical Engineers, 
very aptly stated that our present 
commissions were the result of evo- 
lution governed by local tastes—an 
evolution dating back to the regulation 
of toll bridges and turnpikes. 


oe there is uniformity of aim 
for regulation, there is a wide 
variation among the states regarding 
methods to bring about such regula- 
tion, and the jurisdiction given the 
regulating bodies. 

Some public service commissions do 
not have “teeth” in their powers and 
consequently are able to pass only 
more or less perfunctory judgments 
or opinions on the arguments brought 
before them. Other commissions can 
initiate investigations and are able to 
enforce their decisions. Lately a 
movement has come to give the regu- 
latory bodies discretionary powers that 
are little short of state operation and 
control. 

I have a plan that I call the Model 
Commission. It is a strengthening 
and broadening of our present ar- 
rangement for utility regulation. No 
new overlapping Federal Bureau is 
necessary to regulate interstate utili- 
ties. Neither need there be govern- 
mental owned and operated utilities 
with their accompanying waste and 
opportunities to build up political ma- 
chines. Since regulation is essentially 
a local matter, the Model Commission 
is shaped to fit local needs. Yet it 
has teeth! 


HE number of commissioners re. 
quired to man each state’s Mod¢ 

Commission can be determined hey 
from past local experience. Th 
amount of business to be handled js 
the ruling factor. Not all states haye 
the same utility facilities, same popu. 
lation, or same psychology. 

Delaware has no commission. The 
commission memberships of the other 
forty-seven states and the District of 
Columbia range from one (the Ore 
gon experiment) to seven. Thirty. 
eight commissions have three men- 
bers, either full-time or part-time. 

Neither do I recommend any cer- 
tain salary to be paid each commis- 
sioner, although the public is interest- 
ed in keeping the governmental ex- 
pense to the minimum. Some persons 
advocate paying a large enough salary 
to attract men of caliber. Others pre- 
fer to make the job unattractive to 
politicians by making the pay low. | 
take the former stand and would set 
up other safeguards against political 
exploitation. 


Peerage should be a man 
with trained judgment and wide 
experience, such as an engineer, attor- 
ney, or financier of standing. If such 
men exist, they will be found to have 
such a lucrative private practice estab- 
lished that some “inducement” must 
be offered to make them servants of 
the public. One state now pays as 
high as $15,000 a year. The lowest 
is $10 per diem. Roughly three fifths 
of the states pay their public service 
commissioners between $4,000 and 
$7,500 a year. So, pay enough, ac- 
cording to local standards, to attract 
commissioners worthy of the post- 
tions. 
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A MODEL STATE COMMISSION FOR UTILITY REGULATION 


Commissioners should be appointed 
to the Model Commission for terms 
of six years, with reappointment if 
desired. The tenure of office for pub- 
lic service Commissioners now varies 
from two to ten years. The majority 
serve six years. It is important that 
the term of office be long enough for 
the incoming commissioners to become 
thoroughly acquainted with their du- 
ties and still have a reasonably long 
period of useful service. The dates 
of expiration of the individual terms 
should be so staggered that the com- 
mission is a continuous body. 


ew commissioners should be ap- 
pointed by the governor. This 
places the nominal head of the state 
government in direct control. If de- 
sired, the legislature may reserve the 
tight to approve appointments. A 
large number of states have statutes 
vesting appointment of commissioners 
in the governors, with or without ap- 
proval of the legislatures or councils. 
In many states, the commissioners 
run for election. This last practice is 
to be condemned because the mass of 
voters do not have the means of sift- 
ing the qualifications of the candidates. 
The Model Commission is not a 
government unto itself. It should be 
answerable to and be required to re- 
port its actions to the governor, and be 
able to defend itself before the legisla- 
ture. Appointment is the most effec- 
tive means of securing this control. 


NM present, the methods of remov- 
ing the commissioners are almost 
as varied as the salaries paid. A num- 
ber of states have removal vested in 
the governor, with or without limita- 
tions on his power. Impeachment is 
used in other states. Others have 
variations of recall, action by the leg- 
islature, and the civil courts. Several 
states have no statutory provisions for 
removal of public utilities commis- 
sioners. 

To be consistent with the method 
of appointment, the members of the 
Model Commission should be removed 
by action of the governor. Neverthe- 
less, safeguards such as requiring ap- 
proval of a legislative committee 
should be enacted to prevent the sum- 
mary removal of a commissioner for 
other than malfeasance. 

Might I say here that it would be 
well for the commissioners sitting on 
the Model Commission to be bonded 
for the faithful performance of their 
duties, much the same as any other 
state officer who has to administer 
large sums of public money? The 
expenditures made by the commission 
are very much of public interest. 


nN the foregoing, only the commis- 

sioners themselves have been con- 
sidered. They should appoint their 
department heads, such as chief en- 
gineer and auditor, and delegate prop- 
er authority to each. The subordinate, 
working part of the commission. 


= 


their powers and consequently are able to pass only more or 


q “Some public service commissions do not have ‘teeth’ in 


less perfunctory judgments or opinions on the arguments 


brought before them. Other commissions can wiitiate in- 
vestigations and are able to enforce their decisions.” 
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should be a continuous body, avoiding 
unnecessary turnover of the payroll, 
and keeping a trained force of exam- 
iners on hand. If state policy directs, 
this unit of the commission may be 
under civil service rules. 

The working force should be hired 
for its experience and education and 
not for the family, or party connec- 
tions of its members. Nor should as- 
sessments be levied for campaign pur- 
poses, because this injects politics in 
its most vicious form. 

The Model Commission must be 
kept away from party politics. 

A constitutional amendment creat- 
ing the commission, defining its pow- 
ers, and regulating its membership 
makes tampering more difficult than 
an enactment by the legislature. The 
creating act should state very plainly 
that it is the duty of the governor to 
maintain a bipartisan or nonpartisan 
balance of power in the commission. 


This protects commissioners against 
ousting because of change of party in 
power. 


CERTAIN middle western state had 

a public utilities commission built 
about such a plan. There were five 
commissioners serving 6-year stag- 
gered terms. The law required the 
commission to be bipartisan. This 
provision was carefully observed by 
the governor who took care that no 
more than three of his own party sat 
on the commission. The custom was 
carried to a rather amusing extreme 
in this way. At one time, the commis- 
sion had so much field work that the 
jobs were filled in the best way pos- 
sible. If the applicant for a position 
on the valuation staff did not have 
a marked political preference, he was 


“assigned” a party in order to main- 
tain the balance. 

But, in the Year of Our Lord, the 
nineteen hundred and thirty-second, 
and of the New Deal, the first, the 
electors of this state fell in with the 
times and changed political color, 
changing the minority into an over. 
whelming majority. 


S° hungry were the politicians after 
having to eat scraps for twelve 
years, that the legislature armed with 
the “mandate from the polls” began 
to grasp at any pretext to create posi- 
tions for “good party men.” Almost 
anybody was willing to be a commis- 
sioner, and many were known to be 
willing to content themselves as ex- 
aminers for the commission. 

Two schemes were tried. A bill 
was passed empowering the governor 
to remove any appointed state officer 
at his pleasure. This allowed him to 
strike directly at the appointees of his 
predecessors and destroy the continu- 
ity of the commission. The other 
plan was to abolish the commission, 
lock, stock, and barrel, and recreate it 
under another name. This was even 
more vicious because in addition to 
upsetting the commissioners them- 
selves, it left no doubt as to the de- 
struction of the working force with 
its trained personnel. It is important 
that rashness of this sort be prevented. 


HERE will the commission get 
the money to operate? 

In some states, all the income comes 
from the general tax fund. This is 
well if there be little business to trans- 
act. But if the commission be large 
and its activities wide, a lump sum 
appropriation is staggering, and re- 
sults in subterfuge. The commission 
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Terms of Office of Commissioners 


“— is important that the term of office be 
long enough for the incoming commis- 
sioners to become thoroughly acquainted with 
their duties and still have a reasonably long 


period of useful service. 


The dates of expira- 


tion of the individual terms should be so stag- 
gered that the commission is a continuous 


body.” 





asks for a larger sum than necessary, 
well knowing the request will be dras- 
tically pared. Such bargaining is un- 
satisfactory in that appropriations con- 
tingent on tax anticipations might be 
inadequate for the satisfactory con- 
duct of the commission’s business. 

A recent trend is to place a “regula- 
tory tax” directly on the utilities. In 
one state, this tax may be placed at 
the discretion of the commission. A 
statewide assessment on the value or 
gross receipts of the utilities is unfair 
because all companies may not receive 
a proportionate share of the commis- 
sion’s attention. 


Aca is to have the admin- 
istrative force supported from 
the general fund and the special work 
such as audits and appraisals charged 
directly to the utility. This charge is 
allowed to be amortized as an operat- 
ing expense over a period of years. 
A little reflection will show that this 
throws all the expense back on the 
taxpayer, only he does not know it. 
However, the expense of the commis- 
sion is placed more directly on the 
community profiting or losing by the 
commission’s attention. 

One state has a variation of the last 


method. When billing the utilities, a 
fixed percentage is added to the sal- 
aries of the field auditors and engi- 
neers. This percentage is for the su- 
pervision by the chief engineer and 
auditor, attorney’s expenses at the 
hearings, etc. The legislature appro- 
priates a lump sum from the general 
fund and sets the maximum amount 
of fees to be earned by the commis- 
sion during the next biennium. 


HEN hard times came along, the 

governor requested each depart- 
ment to go easy on its withdrawals 
from the general fund. Then what 
happened ? 

The office force had to live, so the 
burden was thrown on that percentage 
extracted for the services of the field 
crew. Men were kept on the utilities’ 
payrolls whether they had work or not. 
To be fair, it was publicly said that 
more work was in sight and the com- 
mission wished to hold its trained 
force together. It got to the point 
where the men were denied their va- 
cations because the state and not the 
utility had to pay them. Such a prac- 
tice cannot escape unnoticed, and does 
not promote confidence on the parts 
of the utility companies. 
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I do not advocate loading the sal- 
aries of the field crew. Without the 
loading, the commissioners have no 
monetary interest in maintaining a 
large and expensive force for direct 
investigations. 


HE Model Commission should be 
as self-supporting as possible. 

Expenses that cannot be directly dis- 
tributed to a specific enterprise should 
be covered by general taxation. 

A group of citizens registering a 
complaint against a utility should be 
required to post a bond to cover the 
expenses of the preliminary investiga- 
tion by the commission. This would 
eliminate a number of petty complaints 
and demands upon the generosity of 
the commission. 

However, if such a preliminary in- 
vestigation discloses a necessity or a 
desirability for a detailed examination 
of the utility—with the probability 


that the utility would lose—the com- 
pany should be required to advance 
funds to reimburse the bond along 


with a standard and _ reasonable 
amount of interest. This will keep 
each utility on the alert to maintain 
its public relations. 

The expenses of the commission 
when directly investigating a utility 
should be borne by the stockholders 
and/or consumers. The utility should 
be required to reimburse the commis- 
sion periodically for its special exam- 
inations, audits, and appraisals. 


ye an unjust claim has been 
made against the company, the 
commission expense borne by the util- 
ity should be amortized as an operat- 
ing expense and be considered when 
making rates. When investigation 
shows the utility to have been at fault, 


the commission’s expense should be 
borne by the stockholders of the com- 
pany. Such expense can be charged 
to earned surplus or a fraction can be 
deducted from the regular dividend 
checks over a period of years. 

These plans applied to major inves- 
tigations such as rate cases and ap- 
praisals would tend to keep the com- 
mission free from cases which did not 
clearly justify themselves. At the 
same time the utilities would be 
warned to have a conservative rate 
and dividend policy. Furthermore, if 
losses in dividends were possible, the 
stockholders would take a more active 
voice in the management of their com- 
panies. 

As in the courts, each side to the 
controversy should stand its own costs 
of counsel and the loser pay the com- 
mission—in one form or another. 


osts of handling reports, requests 
for certificates, and other items 
of routine nature may be reimbursed 
through a system of filing fees. This 
places the burden upon those “requir- 
ing” the services of the commission. 
Costs of hearings, reporting, etc., can 
be handled in the same way. The 
filing fees should not be arbitrary 
charges, but should closely approx- 
imate the cost of the service. If neces- 
sary, bill the utilities on a basis of 
time and material. 

Investigations initiated by the com- 
mission for its own information 
should be charged to the general tax 
fund. 

Care must be taken to prevent the 
Model Commission from being such 
an elaborate bureau that it requires 
too much money to operate. A valu- 
ation engineer once told me that his 
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company could make an appraisal at 
about a sixth of the expense caused 
by a certain commission. The main 
item of the expense of the commission 
was the elaborate array of forms re- 
quired—form almost taking preced- 
ence over fact. 


t each regular meeting, the legis- 
A lature should analyze the past ex- 
penses of the commission and scruti- 
nize the program anticipated for the 
ensuing period. With these facts and 
with the recommendations of the 
budget bureau, the assembly can set 
the fees to be earned by direct in- 
vestigations and appropriate funds to 
cover the estimated deficit. The rou- 
tine filing fees except where proven 
unreasonable should be outside the 
boundaries of legislative meddling. 

With these legal maximums and 
boundaries for fees and expenditures, 
there should be still another source of 
relief to the distressed defendant—the 
courts. Having given the Model 
Commission such wide discretionary 
powers, some umpire should be avail- 
able, when the legislature is not in 
session, to examine the expenses of in- 
vestigations and eliminate excessive 
items. It is to be hoped that this pro- 
cedure will be unnecessary. Of course 
it is always possible to go to the courts 
to overthrow or uphold any decision 
of the commission, or even decide up- 
on the constitutionality of the system. 


Ac to the reasonableness of 
the costs of investigations is the 
experience of the commission in the 
past with the several utilities under 
its jurisdiction. Still a better guide 
is the experience of other utility com- 
missions. This leads up to the thought 
of having more and better codperation 
between the various state commissions. 

The first step is to have a free ex- 
change of information between the 
different regulatory bodies. With the 
present strong idea that the business 
of a public utility is everybody’s busi- 
ness, such information is not confiden- 
tial. 

The plan I advocate is for the main- 
tenance of a central information bu- 
reau with a competent statistician in 
charge. This statistician and his 
bureau is not to dictate to the com- 
missions, but to aid them by having 
good information always at hand. 
The National Association of Rail- 
road and Utilities Commissioners 
could be the advisory board. 

If a way could be found to get true 
and correct returns, private and com- 
mercial investigators should be re- 
quired to report their findings and ex- 
penses. 


| gee commission would send in 
copies of its hearings, findings, 
opinions, exhibits, unit cost develop- 
ments, and all other business that is 
of more than small routine nature. 


e 


defining its powers, and regulating its membership makes 


q “A CONSTITUTIONAL amendment creating the commission, 


tampering more difficult than an enactment by the legisla- 
ture. The creating act should state very plainly that it is the 
duty of the governor to maintain a bipartisan or nonparti- 
san balance of power in the commission.” 


193 





PUBLIC UTILITIES FORTNIGHTLY 


Commission reports of investigation 
expenses could be analyzed and trends 
developed to give guides for intelligent 
legislative control. 

The bureau is there only to collect 
and analyze the information sent in 
by each commission; the information 
to be indexed and cross-referenced for 
ready use. As data began to pile up, 
suitable comparisons should be made, 
and standards recommended for in- 
vestigating the various kinds of utili- 
ties operating under different condi- 
tions in each section of the country. 

When an answer to a question is 
not in the files of an individual com- 
mission, the records of the central li- 
brary could be searched. This plan 
would tend to keep the investment of 
each commission down to the more 
essential texts and papers. 


, | ‘HE bureau could recommend 
standards for the reports and 


procedure of the commissions, thus 
facilitating the work of indexing and 
comparing. Furthermore, such rec- 
ommendations tend to bring about 
more standardization and codperation, 
which I believe to be the need at this 
time. To function properly, the vari- 
ous Model Commissions must be 
standardized as to aim and jurisdic- 
tion, but still maintain local option. 

Now why cannot a centralized in- 
formation bureau and library be es- 
tablished? The first step to hurdle is 
local pride and the distrust of each 
state for every other. 

This distrust stands in the way of 
regulation and investigation of inter- 
state utilities. If not stopped very 
shortly, a Federal commission or gov- 
ernment ownership will result. The 
plans offered in the Model Commis- 


sion are to prevent another Federaj 
encroachment on state’s rights. Let 
the Interstate Commerce Commission, 
Federal Trade Commission, and the 
Radio Commission keep in their own 
premises. 


ge illustrate the value of codpera- 
tion, we shall consider a couple 
of cases handled by a certain state 
public service commission. 

This commission appraised an elec- 
tric company that had its greatest load 
in one state, its largest generating ca- 
pacity in another, and the most con- 
sumers and line mileage in the third 
adjoining state. In order to determine 
the investment necessary to serve the 
consumers in its own state, the com- 
mission rightly felt that it should 
know about the investment in facili- 
ties in the other states. Permission 
was secured from the other two com- 
missions to enter their jurisdictions 
provided copies of the appraisal were 
given them. Having different ideas 
of regulation these commissions would 
not advance any money. The initiat- 
ing state commission charged the en- 
tire cost to the utility. 

Although the company was owned 
outstate, its operating headquarters 
and records were where the first com- 
mission could reach them. The val- 
ue of the property used and useful 
to each state was calculated easily 
enough. The inventory showed the 
cost of reproduction and also was use- 
ful in allocating the book values—the 
estimated investment being priced item 
by item. 

This showed a certain amount of 
codperation between the commissions 
but not as much as I am recommen¢- 
ing under the Model Commission. 
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t another point in this aggressive 
A state, an electric utility had a net- 
work of transmission lines crossing 
the state boundary in four different 
places. The operating headquarters, 
records, and tie-lines were located in 
another state in which the railroad 
commission had no say-so over elec- 
tric utilities. 

The commission making the ap- 
praisal was allowed to cross the state 
line to get at the books, but not to 
make an inventory of the property 
outside its own state. The allocation 
of used and useful generating and 
transmission property was made on 
the basis of book records—which had 
a number of missing links. The miss- 
ing information was presumed to be 
scattered through the offices of the 
mother, grandmother, and _ great- 
grandmother companies, each located 
in different states. 

What a mess! 

Coéperation by joining forces and 
exchanging information enables com- 
missions to reach far beyond the terri- 
torial limits of their jurisdictions. If 
the cooperating states did not need the 
information just at the time, the rec- 
ords nevertheless are available for fu- 
ture use. The parent or subsidiary 
companies would have to foot their 
shares of the bills along with the rest. 


a= with exchanging informa- 
tion with other commissions, the 
Model Commission should undertake 
to educate the people in its own state. 
I go so far as to advocate some kind 
of a press agent or advertising man- 
ager, if you want to call it that. 

There is little understanding among 


the masses of the methods used by 
public utilities commissions and what 
the rate base really is. In these times, 
the public cannot understand why 
rates have not been lowered to con- 
form with the reduction in commodity 
prices. With the utilities being of 
public interest, it is the duty of the 
commissions to remove any mystery 
surrounding their actions. 

From time to time, the Model Com- 
mission should issue unbiased articles 
to the newspapers. These statements 
should show in simple language the 
methods of utility financing, relation 
between income and fixed investment, 
use of appraisals, the determination 
of the rate base, and above all how 
the commission is helping the public 
and how the public can help the com- 
mission. 


We a utility tries to justify its 
position, the public takes the ex- 
planations as so much “hot air.” If 
the public believes the commission to 
be active in its behalf, confidence can 
be gained, regained, or kept as the case 
may be. 

Now this activity in behalf of the 
public need not always be rate slash- 
ing and nuisance regulations. The 
Model Commission should be an um- 
pire and “codrdinator,” trying to 
maintain enterprises that can afford a 
stable and well-paid operating force 
without an unreasonable salary gap 
between the regular and executive pay- 
rolls, that can provide adequate service 
at reasonable and nondiscriminatory 
rates, and be a sound investment. 

This statement is not as paradoxical 
as it seems! 


The second and concluding article in this series will be published in 
the next issue of Pustic Utizities Fartnicutty, out August 27, 1936. 
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The Detroit Plan 


our review of “The Detroit Plan,” as dis- 
cussed in my January article in the West- 
ern Gas, has just come to my attention. 

I appreciate the fairness and clarity of your 
comment, and particularly the fact that you 
approach a departure from conventional utility 
practice with dispassionate open-mindedness. 

As to the two phases of the plan concern- 
ing which you raise certain questions, I would 
like to make the following comments: 

In the original article, the matter of estab- 
lishing the “base earning’ was passed over 
rather lightly. A fundamental basis from 
which the size of a gas utility can be deter- 
mined with the least possible grounds for 
theoretical differences is the number of con- 
sumers to be served. If we were to allow a 
utility to make an earning on the money spent 
in building the plant we would, in effect, put 


a premium on extravagant overelaboration of 


the plant. Any valuation method leaves wide 
open the question of efficiency of design and 
degree of obsolence. On the other hand, if the 
allowable base earning is measured by the 
number of consumers, it is founded on the best 
established and least debatable fact indicative 
of the size of the utility. 

In establishing the unit “base earning” for 
Detroit, the point arrived at was $10 per con- 
sumer. I would not suggest this unit as being 
of universal application. The proper unit 
figure would vary with the size of plant, 
density of population, or any abnormal fac- 
tors. I would say that a proper unit “base 
earning” allowance might have some consider- 
able range with reference to such variables. 
But, after a sufficient study of similar cases 
and the establishment of appropriate “base 
earnings” on a “per meter unit bases,” a scale 
of unit “base earnings” might very properly 
be developed that would be fairly applicable 
to gas utilities generally and this, in connec- 
tion with the profit-sharing arrangement 
would make a simple method of regulation 
that would be automatically and promptly ef- 
fective. 

Another question you raise, is with regard 
to “refunding” the dividend. In this connec- 
tion, I would quote the language from the con- 
sent decree by which the circuit court finally 
approved the Detroit Plan and defined the 
terms of the dividend: 


Section V 

This division to domestic consumer shall 
be in the form of an annual dividend as- 
certained after the close of each fiscal year, 
Domestic consumers entitled to a dividend 
shall be defined as all consumers of gas for 
cooking or water heating, in single family 
or two family dwellings, or in single family 
apartments which are separately metered, 


Section VI 
Said dividends shall be paid to such do- 
mestic consumers pro rata to the amount 
paid by them for gas purchased up to a 
maximum of 60,000 cubic feet per year or its 


equivalent. 
Section VII 
Earnings and dividends will be ascertained 
and announced as soon after the close of 
each fiscal year as practicable, and the divi- 
dends paid within ninety days after the close 
of the fiscal year. Payment may be made 
by check to the order of consumer, or by a 
credit on the consumer’s account, with the 
defendant company. 
All dividends not claimed by consumers 
within two years from the date the same 
becomes payable shall be barred and the 
sums so barred shall be added to the con- 
sumers’ dividend fund, it being the intent 
and purpose of this agreement that consum- 
ers’ dividends so used shall constitute a 
fund solely for the benefit of domestic con- 
sumers, as defined, and that no part thereof 
shall revert to the defendant company. 
| peg these terms, which were not quoted 

in full in my original article, it is apparent 
that the dividend may be paid by a simple 
system of credits on future gas bills at the 
close of the fiscal year, or by checks mailed 
out with subsequent gas bills, but that the 
company is relieved from ultimate responsibil- 
ity in individual cases by placing the burden 
on the consumer for making claim for unpaid 
dividends and further providing that after a 
2-year interval any amounts not paid shall 
revert to a general fund for the benefit of all 
consumers. This simplification is not possible 
in the case of a legal refund of impounded 
money made under court order but in this 
case it is believed will prevent the accumula- 
tion of an unwieldy volume of unpaid divi- 
dends. 
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It might be in order, with reference to §§ V 
and VI above, to elaborate just a little on the 
reason why under this plan the dividends were 
made solely applicable to domestic consumers 
using less than a certain maximum amount of 


gas. 

odustrial gas consumers, large commercial 
plants and even househeating consumers use 
gas because it represents a definite financial 
saving in their fuel account. This business 
must be secured on a basis competitive with 
other fuels with a slight margin for conven- 
ience, and this potential fuel competition au- 
tomatically regulates rates at levels necessary 
to secure the business. 

On the other hand, the users of this service 
for cooking and water heating in residences 
have in a large degree no comparable alter- 
native and are at the mercy of the utility hold- 


serving them. It is in behalf of these users 
that rate regulation is necessary to secure fair 
and equitable treatment. Under the Detroit 
Plan the dividend is so devised as to serve as 
a reduction in fuel cost to these specific con- 
sumers and act as an effective rate regulation 
in their behalf. The 60,000 maximum as- 
signed in § VJ is about the quantity level at 
which domestic users of peeks or cooking and 
water heating will be fully supplied and all 
additional gas to the same consumers would 
in general be for househeating purposes. Any 
excess above 60,000 is not considered a basis 
for dividend, for the reason just given. 

Negotiations under this plan for the estab- 
lishment of the initial rates, as forecast in my 
article of last January, are now in progress 
and the rates will be announced within the 
next three or four weeks. 


ing the monopolistic franchise privilege of —F. P. FisHer 





The Power in the Firmament 
(From “Ain’t Nature Grand” by Bob Harrows in The Argosy.) 


You have heard a lot about hydroelectric projects, but what do you know 
about “aeroelectric projects?” Nothing? That’s what I thought. Well, 
pull up your chair, unbutton your ears, and be hereby instructed. 

Professor Frank Debenham, of Scott Polar Research Institute at Cam- 
bridge, England, predicts that if the art of transmission were developed to 
the point where we can shoot power around the globe just like passing 
cake around the table, the South Pole will be something worth fighting for. 
(Berlin and Rome papers please copy.) The professor allows that the con- 
stant gales that rage across the icy wastes on the bottom of the world could 
be harnessed and put to work pumping the organ in St. Paul’s Cathedral, 
lighting up Broadway, running little junior’s trains all over the house until 
you go crazy, or curling a stout lady’s hair in Perth Amboy. “For ex- 
ample,” says the professor, “over the ridge of Adelie Land a river of air 
50 miles wide blows constantly at gale force and forms a cataract greater 
than any water force in the world.” And that, my friends, is a lot of wind. 

But our own Dr. C. G. Abbot of the Smithsonian Institution in Wash- 
ington, D. C., goes his British colleague one better. Why bother with the 
silly old earth at all, says he, what’s the matter with the sun? (Nothing, 
says I, aside; it’s a perfectly good sun except that it has a bad habit of 
staying in on Sundays and holidays.) Dr. Abbott has demonstrated a new 
steam engine which uses the sun’s power. Last summer at Mt. Wilson 
Observatory in California he cooked meals for himself and associates. His 
associates testified that the machine worked fine. (They ventured no com- 
ment on the doctor’s cooking. ) 

Doc Abbot’s machine consists of a concave aluminum mirror 6 by 2 
feet which focuses light on a vacuum tube containing a black liquid, which 
he calls “chlordiphenyll” (probably a nickname). This stuff will boil at 
188 Fahrenheit and does so when Doc puts the thing out in the sun, The 
vaporized fluid circulates through an ordinary steam engine and can develop 
either power or heat. 

And just to show that the wise men are not overlooking the gas industry, 
here come Professors Adel and Slipher of Lowell Observatory who tell us 
that all the natural gas needed in the United States for utility use for the 
next 21 billion years is contained in the planet Neptune. They might have 
added that it will probably stay there. 
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Utlity Earnings Continue 
Upward Trend 


ww the weekly output of electric- 
ity in the United States continuing 
about 15 per cent over last year, utility 
earnings are maintaining their sharp re- 
covery, except where rate cuts and ex- 
cessive taxation have imposed too heavy 
a burden. Many refunding operations 
are now being reflected in comparisons 
of current earnings with last year’s. 
Latest monthly statements for some of 
the larger systems, on a consolidated 
basis, make the following showing : 

American Light & Traction in the 
twelve months ended May 31st earned 
$1.45 per share on the common stock, 
compared with $1.11 in the previous 
year, a gain of about 30 per cent. 

American Gas & Electric in the same 
period reported $1.97 against $1.76, an 
increase of 11 per cent. 

American Power & Light reported 
$5.08 earned on the preferred stock 
against $3.23 last year, an increase of 
some 56 per cent. The deficit per share 
on the common stock was 21 cents com- 
pared with a deficit of $1.31 last year. 

American Water Works & Electric 
Co. earned $1.49 on the common stock 
against 86 cents, an increase of 74 per 
cent. The company has decided not to 
resume dividend payments on the com- 
mon stock at this time. In a letter to 
stockholders President Porter stated 
that “the involved and complex provi- 
sions of the recently enacted Federal 
tax bill made it unwise, in the 
opinion of your directors, to declare a 


and 
Comment 


By OWEN ELY 


dividend on the common stock of this 
company until the effects of the bill can 
be ascertained.” 

Commonwealth & Southern Corpora- 
tion earned $6.90 on its preferred stock 
in the twelve months ended May 3lst, 
against $5.28 last year; a balance of 4 
cents was earned on the common. 

Electric Power & Light reported 
$5.92 earned on the first preferred, 
against a deficit of 15 cents last year; 
United Gas Corporation, its subsidiary, 
reported $5.45 on its second preferred 
stock (owned by Electric Power) com- 
pared with $1.42 last year. 


b Spence Power & Light Co. re- 
ported 88 cents a share earned on 
the common stock, against 83 cents last 


year. Earnings of this company have 
been relatively more stable than some 
of the other Electric Bond & Share sys- 
tems, and it has continued to pay divi- 
dends through the depression. 

Public Service Corp. uf New Jersey 
reported $2.42 on the common stock, 
against $2.72 last year ; however, net in- 
come for the month of May nearly 
equaled that of last year. 

Commonwealth Edison for the five 
months ended May 3l1st reported $2.99 
per share against $3.02 last year; for 
the month of May net income increased 
about 27 per cent over last year. 

Consolidated Gas, Electric Light and 
Power Co. of Baltimore reported $2.17 
per share earned in the five months end- 
ed May 3lst, against $2.02 last year; 
for the twelve months ended that date, 
$4.55 was reported, against $4.15. 
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President Wagner has stated that a re- 
duction in electric rates applicable to 
residential and commercial customers, 
effective in June, will reduce revenues 
by more than $800,000 annually. About 
one half of this would be reflected in 
earnings for the current year. Except 
as offset by gains in business, the effect 
on this year’s annual earnings would be 
in the neighborhood of 30 cents per 
share. While Consolidated Gas early in 
the year showed some large gains over 
the previous year, in the week ended 
July 11th an increase of 1.8 per cent was 
shown. 

Detroit Edison in the twelve months 
ended June 30th reported $8.53 com- 
pared with $4.38 last year. The present 
dividend rate is $6, and the stock is 
quoted about 145-50. 


¥ 


The United Light & Power 
System 


# fpsaas Light & Power Co. was or- 
ganized in 1923 as successor to 
United Light & Railways Co. of Maine 
(incorporated in 1910). The company 
directly controls some sixteen operating 
companies; and a wholly owned Del- 
aware subholding company (United 
Light & Railways Co.) controls four 
holding and two operating companies. 
Two of the former—Continental Gas & 
Electric Corporation and American 
Light & Traction Co.—constitute im- 
portant systems in themselves, and con- 
tribute a large proportion of United 
Light & Power’s gross revenues. 
United Light & Railways Co. owns 
only about 52 per cent of American 
Light & Traction, but Continental Gas 
& Electric is about 99 per cent owned. 
Other operating company subsidiaries 
are fully owned with the exception of 
Northern Natural Gas Co., in which the 
interest amounts to only 35 per cent. 
American Light & Traction owns prac- 
tically the entire common stocks of its 
operating units. 
_ The approximate size of the system is 
indicated by the property account item 
(1935 balance sheet) of some $452,000,- 


000. Properties include forty-eight 
principal power stations, with generat- 
ing capacity of 704,000 kilowatts of 
steam electric and 7,400 kilowatts hy- 
droelectric ; gas properties include twen- 
ty-four water gas, twelve coal gas, and 
four butane gas plants; while traction 
properties include 379 cars, 266 busses, 
and 38 trolley coaches. Operating com- 
panies serve communities in midwest- 
ern territory—Michigan, Wisconsin, II- 
linois, Indiana, Ohio, Kansas, Iowa, 
Missouri, Nebraska, Oklahoma, Tennes- 
see, West Virginia, and Texas. 


NITED Light & Power Co. has per- 

haps been slightly overcapitalized, 
although the two affiliated systems, 
Continental Gas & Electric Corp. and 
American Light & Traction Co., are 
soundly financed. United Light & Pow- 
er Co.’s earnings on its first preferred 
and common stocks have been as fol- 
lows in the past decade: 


First 
Preferred Common 


There are outstanding 600,000 shares 
of convertible preferred and 3,473,000 
Class A and B common, all three issues 
being traded on the New York Curb. 
The preferred, on which back dividends 
now amount to about $26, is selling cur- 
rently around 67, having advanced this 
year from 29}. The Class A common 
(outstanding in much larger amount 
than the Class B) is currently selling 
around 8}. The B, much less active, 
sells about a point higher presumably 
due to having sole voting power. 

United Light & Power’s consolidated 
net income for the twelve months ended 
May 3l1st was $3,480,320 compared with 
$804,076 in the previous year. Earn- 
ings on the first preferred increased 


* Different capitalization. 
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from $1.34 to $5.80 a share, and while 
nothing was earned for the common 
stocks, indications were that current 
monthly returns (if available) would 
show something for the junior issues. 


MERICAN Light & Traction Co. was 
organized in 1901 and has paid 
dividends continuously on the common 
stock since 1904. During the years 
1911-19 $10 in cash and 10 per cent in 
stock was paid annually, in 1927 a stock 
dividend of 50 per cent was paid, 
and in 1930 both preferred and com- 
mon stocks were split four-for-one. 
Through subsidiaries, the company dis- 
tributes gas in Detroit, Ann Arbor, 
Muskegon, and Grand Rapids (Michi- 
gan), Milwaukee and Madison (Wis- 
consin), and San Antonio, Texas, gas 
accounting for about 72 per cent of 
gross revenues. Sales of electricity in 
Madison amount to about 14 per cent of 
gross, and 10 per cent is obtained from 
coke and 3 per cent from transportation. 
The company owns about a one-fifth 
interest in Detroit Edison Co., the 257,- 
841 shares owned being slightly less 
than one tenth of a share for each 
of its own shares outstanding. (A 
$5,000,000 bank loan stood against part 
of this stock as of Dec. 31, 1935.) 
American Light & Traction’s earnings 
for the twelve months ended May 3lst 
were $8.97 per share on the preferred 
stock compared with $7.24 last year; 
and $1.45 on the common against $1.11. 
Dividends have been regularly paid on 
the common stock during the depression, 
although the rate was gradually reduced 
from the $2.50 level of 1927-32 to the 
present $1.20 rate. Current prices and 
yields on the company’s stocks are about 


as follows: 
Yield 
about 


Preferred ($1.50) 5.2% 
Common ($1.20) 5.0 


Continental Gas & Electric Corpora- 
tion was incorporated in 1912. It con- 
trols Columbus Railway, Power & Light 
(which in turn controls five operating 
companies), Iowa-Nebraska Light & 
Power Co., Kansas City Power & Light 


Price 
about 


Co., and several smaller companies, 
Kansas City, Mo., Columbus, Ohio, and 
Lincoln, Nebraska, are among the larger 
of the 864 communities, in seven States, 
which it serves. 

In addition to subsidiaries’ debt, the 
company has $52,000,000 debenture 5; 
of 1958 and $18,857,900 7 per cent pre- 
ferred stock. Both issues have enjoyed 
a rapid advance in the past year due to 
the recovery in earning power. The 
bonds advanced from a depression low 
of 33 to their 1936 high of 934 and the7 
per cent prior preferred stock (on which 
dividends have been regularly paid) 
has recovered from its 1933 low of 29 
to its recent level around par. In the 
twelve months ended May 31st the sys- 
tem’s fixed charges were covered 1.49 
times, against 1.29 for the previous year 
(coverage of both fixed charges and 
preferred dividends was about 1.28 this 
year, against 1.11 last year). 


¥ 


Operating Company Preferreds 
with Back Dividends 


HE utility industry has financed 

a large part of its expansion pro- 
gram during the 1921-29 decade with 
preferred stock issues of both operating 
and holding companies. Back dividends 
have now accrued in some of the weaker 
systems, and as previously pointed out 
in this department the new tax law may 
expedite plans for clearing off arrears 
on many of these stocks so that at least 
part of current net income will be freed 
of the new surtaxes on undistributed 
corporate income. It is obvious that the 
arrears on preferred stocks of operating 
companies and intermediate holding 
companies are likely to be liquidated be- 
fore parent companies take action on 
their own issues. 

Standard Statistics in its publication, 
“Facts & Forecasts,” has listed the prin- 
cipal back-dividend preferreds in this 
group, indicating the amount of back 
dividends, 1935 earnings, and current 
prices. The list of issues, rearranged by 
systems, includes the following, with ap- 
proximate arrears indicated: 
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Electric Power & Light 
United Gas $7 
Utah Power & Light po 


Associated Gas & Electric 
Broad River Power $7 
Cities Service 
Empire District Electric $6 
Arkansas Natural Gas 6% 
Empire Gas & Fuel $8 


American Power & Light 
Minnesota Power & Light hg 


“ “ “ “ 


International Hydro-Electric 
Green Mountain Power 
Middle West Utilities 
Michigan Public Service 7% 
“ “ “ 6 
West Texas Utilities $6 
Wisconsin Power & Light A 


Central Power Co. 7% 


6% 
Central Power & Light 


7% 

6% 
Kentucky Utilities Co. 7% 
Michigan Gas & Electric 7% 

New England Public Service 
Central Maine Power 7% 


“ “ “ 


Niagara Hudson Power 
Mohawk Hudson Power $7 
. 4 aa S. a 
North American Light & Power 
Illinois Power & Light $6 
‘3 se WiShe VO seenke sca 20 


Standard Power & Light 
Wisconsin Public Service 7% 


“ “ “ 


California-Oregon Power 7% 
“ “ “ 6 


Jo 
* CG C6@) «0 
Utilities Power & Light 
Derby Gas & Electric No. 7 


* 


U. S. Hydroelectric Capacity 
Practically Unchanged 


i installed horsepower in hydro- 
electric plants as reported by the 
U. S. Geological Survey showed only a 
negligible increase January 31, 1936, 
compared with a year earlier. Despite 


“ “ 


the great activity of the Federal govern- 
ment in hydroelectric projects during 
the depression, the increase during the 
present administration (three years end- 
ed January lst) amounted to less than 
2 per cent. However, revision of pre- 
viously published figures for capacity 
of waterwheels in some states partially 
accounts for this showing, it is indicated. 


* 


American Telephone Covers 
Dividend in Second Quarter 


or the first time in some four years, 

American Telephone and Telegraph 
Co. is fully covering its dividend (on a 
consolidated Bell System basis). For 
the three months ended May 31st, $2.43 
a share was reported, compared with 
the $2.25 dividend requirement ; and for 
the twelve months ended May 3lst, 
slightly over $8 is shown. This seems 
to indicate that the dividend will be ap- 
proximately covered for the calendar 
year 1936, although the 3-month period 
ending May is the most favorable sea- 
son of the year and the third quarter 
(vacation period) is normally the poor- 
est. 

These results were accomplished de- 
spite a gain of nearly 25 per cent in Fed- 
eral income taxes in the three-months’ 
period and about 15 per cent for the 
twelve-months’ period. 

The report for the parent company 
made a poorer showing, however. The 
comparison (on a slightly different 
monthly basis) is as follows: 


Consolidated System Basis 1936 1935 


Three months ended May 3lst $2.42 $1.72 
Twelve months ended May 31st 8.13 6.00 


A. T. & T. (only) 


Three months ended June 30th 1.97 1.55 
Twelve months ended June 30th 7.40 6.37 


There has been considerable discus- 
sion regarding Telephone’s charges for 
depreciation, and the possibility that 
they might be reduced. Depreciation is 
not separately shown in the interim re- 
ports, but it is interesting to note that 
Bell System expenses (including depre- 
ciation) in the quarter ended May 3lst 
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increased only about $4,000,000 against 
a gain in gross of about $18,500,000, 
which seems to indicate the possibility 
of a substantial cut in the formerly gen- 
erous allowance for depreciation and 
maintenance. 

New York Telephone Co. has “ac- 
cepted” the recent rate readjustments 
ordered by the public service commis- 
sion. The annual reduction in revenues 
was estimated at $4,152,000. Of this 
‘amount about one third consists in the 
reduction of intrastate toll rates, against 
which there might be an offsetting gain 
in business. Assuming, however, that 
the total amount of revenue was lost to 
Bell System net income, the loss to 
stockholders of A. T. & T. would 
amount (after adjustment of income 
taxes) to approximately 19 cents a 
share. In view of current rapid in- 
crease in business, this does not appear 
a serious factor in 1936 earnings esti- 
mates. 


¥ 


Notes on Refunding Operations 


| y bew'eg bond financing in the fort- 
night ended July 17th aggregated 
$58,450,000, as follows: $5,600,000 
West Virginia Water Service Co. first 
4s of 1961 at par; $1,250,000 Copper 
District Power Co. first A 44s 1956 at 
964; $34,000,000 Narragansett Electric 
Co. first “A” 34s of 1966, at 102.83; 
$9,000,000 Sioux City Gas & Electric 
Co. first 4s of 1966 at 984, and $1,500,- 
000 debenture 3-5s at 100-101; and 
$7,108,000 Bangor Hydro-electric Co. 
first 32s of 1966, at 1048. 

The Dow-Jones calendar of SEC reg- 
istrations and effective dates includes the 
following: July 23rd, $13,875,000 In- 
dianapolis Water Co. first 34s (Morgan 
Stanley & Co., Inc.); $10,000,000 
Arkansas-Louisiana Gas Co. first 4s 
(Edward B. Smith & Co.). 

Details of the $30,000,000 offering of 
New York Edison Co. first lien and re- 
funding 34s (pending for some time 
since the “effective date,” twenty days 
after registration) are now available. 
Morgan Stanley & Co., Inc., will sell 


$22,000,000 of the issue to a group of 
subunderwriters headed by Blyth & Co, 
Inc. Presumably now that underwrit- 
ing contracts have been entered into the 
bonds will be offered at an early date. 


¥ 
New Equipment Needed? 


HE following is quoted from the 
New York Journal of Commerce: 


With electric power output at a new high 
record, increased public utility purchases 
of generating and transmission equipment 
probably cannot be delayed much longer. 

Even those who scout the possibility of a 
power shortage concede that increased gen- 
erating capacity will be needed this fall in 
several sections of the country if the output 
of electricity should exceed the 2,100,000,- 
000 kilowatt-hour mark. Last week, power 
production reached 2,005,000,000 kilowatt 
hours. 

Utility companies will have to issue 
specifications for replacement and repair 
needs for fall installation very soon. Plans 
for new generating equipment to be bought 
in 1937 will have to be completed before 
the end of the year. 

Electrical manufacturers anticipate a 
steady increase in equipment purchases dur- 
ing coming months, therefore. The rate of 
buying probably will be accelerated after the 
national elections. 


* 


Sales Prospectus May Be 
Shortened 


wn Pustic Utirities FortnicHr-y of 

July 16th (page 96), reference was 
made to the high cost of registering 
small security issues. Some reduction 
in future costs is now _ indicated 
through possible shortening of the pro- 
spectus. Harold H. Neff, director of 
the Division of Forms and Regulations 
of the SEC, has indicated his opinion 
that the commission’s rules permit sum- 
marization of data filed in registration 
statements, with the exception of finar- 
cial statements required to be furnished. 
The registration statement, containing 
the full detail, is a public document open 
to inspection, and copies are easily ob 
tainable at small expense. According to 
Mr. Neff, where facts stated in the 
registration statement are reducible toa 
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more general statement, the latter will 
sufice for the prospectus. 

While there has been some tendency 
to shorten prospectuses as compared 
with the original documents, most of 
these are still quite voluminous and it 
seems probable that considerable further 
condensation might be safely effected, 
particularly if specific reference to the 
registration statement is made. The re- 
cent prospectus of the Narragansett 
Electric Co. contained 43 large pages, 
despite the relative simplicity of this 
system. 

In the writer’s opinion a defect of the 
present prospectus as compared with 
the old-fashioned circular is the failure 
to emphasize “number of times interest 
charges earned.” It is usually necessary 
for the investor to ferret out this infor- 
mation, whereas under the old régime 
the figure was clearly stated in the of- 
fering advertisement and could be seen 
ata glance. Admittedly, the great ma- 


jority of present utility offerings are 
bought by institutions whose experts 
can quickly appraise new issues, but the 


individual investor is somewhat handi- 
capped both by the difficulty of locating 
this essential figure, and by the celerity 
with which most new offerings move 
“out of the window” early on the day of 
issue. There seems to be no happy 
medium regarding new offerings—either 
they are snapped up in a few minutes by 
hungry institutional buyers or else (as 
seldom occurs) they prove to have been 
priced slightly too high, in which event 
it may take days to “move the issue.” 


fe 
Associated Gas Surrenders 


Books 


ssociaATED Gas & Electric Co. has 
finally consented to allow exami- 
nation of its books in connection with 
the litigation involving the company’s 
solvency. Some ten different kinds of 
records will be scanned by the account- 
ants. The varied troubles of this sys- 
tem are amusingly described by the New 
York Times: 


The circulation of the official books of 


the government the company had to obtain 
them from the grand jury in a proceeding 
thrown out of court; the grand jury, in turn, 
received the books from the Federal Trade 
Commission, which needed them to com- 
plete investigatory work begun in 1926, 
To carry on business, of course, the com- 
pany has been obliged to maintain a dupli- 
cate set of records. In the present instance 
officials of the company insist that the books 
will show the company to be solvent; pre- 
viously, they offered to form a committee 
to determine whether there should be reor- 
ganization, with the petitioning creditors 
and the company to be equally represented 
and with other places on the committee 
given to important investors. The petition- 
ers turned down the offer. If, somehow, the 
company could manage to collect the usual 
three-cents-a-day lending-library fee for the 
use of its books, the day of deficits might be 
over. 
* 


Effects of TVA Competition 


on Security Prices 


XTENSION of TVA electricity to 
Florence, Alabama, and the gen- 
eral uncertainties regarding the new 
contracts for TVA power to become ef- 
fective ninety days after completion of 
the Norris dam power house, are factors 
tending to depress security issues of 
companies most affected by TVA com- 
petition. Tennessee Electric Power 
(Commonwealth System) refunding 6s 
of 1947, for example, are currently 
quoted on a 6 per cent basis, while simi- 
larly rated utility issues are quoted at 
yields of about 4.32 per cent to 5.13 per 
cent, according to the Fitch bond record. 
Tennessee Public Service (National 
Power & Light system) refunding 5s of 
1970 are on a 6.22 per cent basis, while 
other BBB bonds yield about 5.14 per 
cent to 6.06 per cent. 
Alabama Power Co. bonds are also 
out of line with similarly rated issues. 
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American Utilities Codperate with the 
World Power Conference 


y gee every time there is an im- 
portant international conference, 
somebody revives the ancient chestnut 
to the effect that international confer- 
ences usually save a number of compli- 
cations—for the next international con- 
ference. Justified as this cynical obser- 
vation may seem concerning armament, 
peace, or trade conferences, it is hardly 
pertinent concerning a purely factual, 
technical, and advisory meeting such as 
the Third World Power Conference, to 
be held in Washington, D. C., Septem- 
ber 7 to 12, 1936 (inclusive). 

Nevertheless, there is some misun- 
derstanding about the forthcoming 
meeting being a purely governmental af- 
fair. Consequently it is desirable that 
the address made by Chairman Floyd 
L. Carlisle of the Consolidated Edison 
Company of New York before the re- 
cent convention of the Edison Electric 
Institute at St. Louis should be given 
wide publicity to the end that all mem- 
bers of the privately owned electric in- 
dustry will know that the World Power 
Conference is being held with the active 
codperation of important leaders of the 
privately owned electric industry in the 
United States. 

Mr. Carlisle explained the purpose of 
the meeting as follows: 


The conference program will consist 
largely of discussions of papers which have 
been prepared and circulated in advance of 
the meetings. Tours both before and after 
the conference have been arranged to the 
places in the Eastern United States which 
our visitors will desire to see. During these 
tours there will be round table discussions 
of the technical subjects. Probably these 
trips will be the most valuable to the for- 
eigners of any phase of their visit here. 


n other words, the primary object of 
the conference is to exchange infor- 


mation upon all aspects of power and 
fuels with particular regard to the latest 
developments. It is fitting, indeed, said 
Mr. Carlisle, that the Third World Pow- 
er Conference should be held in the 
United States since it was in this coun- 
try, under the leadership and manage- 
ment of the very members of the Insti- 
tute that the world’s greatest develop- 
ments and utilization of power have oc- 
curred. Almost half of the world’s pro- 
duction of electricity is consumed in the 
United States and about 95 per cent of 
such electric business in the United 
States is done by privately owned com- 
panies, most of which are members of 
the Edison Electric Institute. 

Exploding the rumor that the confer- 
ence was arranged for political pur- 
poses, Mr. Carlisle continued: 


This is the first World Power Conference 
to be held in the United States. The invita- 
tion to hold this conference here was issued 
in 1930. While the Second World Power 
Conference was in progress in Berlin, the 
then President of our predecessor associa- 
tion, over an international hook-up which 
included Germany, England, and the Unit- 
ed States, invited the conference to hold its 
next sessions in this country. It certainly 
was not staged to coincide with a national 
election campaign. It will be most unfor- 
tunate if it assumes anything of a_political 
character. The government people active 
in the conference give us every assurance 
that such will not be the case. 


FTER all, the best proof of confidence 

is money investment and the fact 

that the Edison Electric Institute has 
contributed an amount equal to that ap- 
propriated by the United States govern- 
ment—$75,000, for the expense of the 
conference and study tours—is the best 
evidence that private industry is cooper- 
ating. The electrical manufacturers 
have also contributed—$25,000. From 


204 





nad 
ae 


a oO. MeO oO Oe 


> and 
latest 
, Said 
Pow- 
1 the 
coun- 
nage- 
Insti- 
elop- 
re OC- 
; pro- 
n the 
nt of 
nited 
com- 
rs of 


nfer- 
pur- 


erence 
nvita- 
issued 
Power 
n, the 
socia- 
which 
Unit- 
ald its 
tainly 
tional 
un for- 
litical 
active 
irance 


dence 
- fact 
» has 
it ap- 
vern- 
f the 
best 
oper- 
urers 
rom 


WHAT OTHERS THINK 


letters received from foreign countries, 
it appears that there will be from five to 
eight hundred delegates from Europe, 
South America, and the Orient. Thus 
it was with obvious sincerity that Mr. 
Carlisle concluded with a cordial invi- 
tation to all members of the Edison 
Electric Institute to attend the confer- 
ence sessions : 


I strongly urge your attendance and ac- 
tive participation in the meeting, the discus- 
sions, and the conferences. Many of us who 
have visited in foreign countries have been 
extended the same kind of courtesies and 
exchange of information which we propose 
to extend to our visitors. Let us make 
their stay in this country informative and 
useful. Let us absorb from them all of 
the valuable information possible. 


A a supplement to the conference, 
plans have been announced for 
nine separate technical study tours for 
visiting foreign engineers, scientists, and 
industrialists, in company with a group 
of Americans to be held before and aft- 
er the conference sessions in Washing- 
ton. The release of this information by 
the conference committee states : 


The tours will take the visitors—who will 
come from Europe, Asia, Africa, and South 
America—to view the wonders of this coun- 
try: The great utilities of New York, the 
General Electric and Westinghouse factor- 
ies, Pittsburgh’s steel mills, Niagara Falls, 
Detroit’s automobile factories, the great 
dams of the West, Coulee, Bonneville, and 
Boulder, the San Francisco bridges, Tenn- 
essee valley, etc. 

In Washington, discussion will be devot- 
ed primarily to the economic problems in- 
volved in the conservation of power re- 
sources and the production and distribution 
of power. The tours will round out the 
conference on the technical side. 

Tours have been planned under the spon- 
sorship of the engineering societies of the 
United States and the trade associations of 
industries concerned with power. 


Details of the proposed tours are as 


follows: 


Tours have been arranged on these five 
general subjects: Tour I, Mineral Sources 
of Energy, including parties on coal, oil, 
gas, and internal combustion engines; Tour 
II, Hydraulic Sources of Energy, includ- 
ing parties on dams, Hydro plants and hy- 
draulic research, TVA, and the larger im- 
plications of hydroelectric development; 
Tour III, Metropolitan Areas, Utilities and 


Research, including ies on steam power 
plants, electrical equipment, engineering ed- 
ucation and research, and business manage- 
ment of utilities; Tour IV, Railroad Trans- 
port; Tour V, Major Construction Pro- 
jects. 


The tours will include many points 
throughout the nation. Tour I will 
touch New York, Detroit, Cleveland, 
Pittsburgh, Niagara, and Philadelphia. 
Tour II: New York, Boston, Niagara, 
Pittsburgh, Zanesville, TVA area, 
Montreal, and Ottawa. Tours III and 
IV: New York, Schenectady, Chicago, 
Pittsburgh, Niagara, and Philadelphia. 
Tour V: New York, Montreal, Ottawa, 
Niagara, Chicago, Fort Peck, Grand 
Coulee, Seattle, Portland, San Fran- 
cisco, Los Angeles, Boulder dam, and 
the TVA area. The release con- 
cludes : 


The Third World Power Conference will 
be conducted as an international forum, 
where ali sides of the questions growing up 
around public and private power policies can 
be presented to the entire world, on a basis 
of free and frank discussion, without per- 
sonalities, politics, or pr a. 


| igre models and pictures of 
great dams—Bonneville, Boulder, 
Norris, Connewingo, and others, exper- 
imental demonstrations, lighted maps, 
photographs, and other exhibits will be 
included. Four electrified farms will be 
on display near Washington—one spon- 
sored by the Rural Electrification Ad- 
ministration and three by the Potomac 
Electric Power Company. Individual 
exhibitions are being planned by scien- 
tific and business institutions. 

Finally, we are informed by the 
conference’s American committee that 
compilation of a large scale inven- 
tory of the world’s power resources 
has been begun by the Third World 
Power Conference. This work, when 
completed, will amount virtually to 
an encyclopedia of the world’s pow- 
er resources, of the experiencé of the 
nations of the world in their use and 
of plans for their conservation and 
utilization. Such a work has long been 
desired by statesmen, economists, en- 
gineers, and others. Surely a confer- 
ence being conducted in such a con- 
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structive spirit merits the attendance, or 
at least the active interest of officials of 
public utility properties in America 
whether they are publicly or privately 
owned. 

—E. S. B. 


Tue Wortp Power ConrerENcE. Address of 
Floyd L. Carlisle. Fourth Annual Conven. 
tion of the Edison Electric Institute, St 


Louis, Mo. June 3, 


Retease No. 104. American National Com. 
mittee, Third World Power Conference 
Washington, D. C. July 13, 1936, 





Does Government Service Dampen 
Individual Genius?’ 


ONSIDERABLE fuss seems to have 
been stirred up by an article writ- 
ten by Thomas N. McCarter, former 
president of the Edison Electric Insti- 
tute, and published in the June 4th issue 
of Pusiic UTILities FortTNIGHTLY. As 
readers may recall, Mr. McCarter point- 
ed out that government service, gener- 
ally speaking, does not produce inven- 
tors, scientists, and technicians, com- 
parable to those developed by private 
enterprise. More specifically, Mr. Mc- 
Carter claimed that government can 
imitate but not originate and certainly 
could produce no such characters as Pas- 
teur, Faraday, Watt, Edison, or Ford. 
The monthly News Letter, organ of 
the public works engineers, took excep- 
tion to this viewpoint as a “severe in- 
dictment of all government employees” 
and proceeded to cite names of numer- 
ous celebrities who distinguished them- 
selves in government service, such as 
Walter Reed, the army surgeon who 
conquered yellow fever, William H. 
Park, New York city health expert who 
developed diphtheria immunization, and 
Hollerith, the Census Bureau employee 
who invented the tabulating machine 
which bears his name. News Letter 
stated in part: 

The paved highway, the bascule bridge, 
weather forecasting methods, criminal iden- 
tification techniques, intelligence testing 
procedures—all have been either invented 
or developed to the stage of practical use 
by government employees. ven in the 
field of arts and general culture the name 
of the government employee is not miss- 
ing, for there can be cited those of Whit- 


man, John Stuart Mill, Tschaikowsky, and 


Rimsky-Korsakoff. 
To this list Public Management, the 


interesting monthly journal devoted to 
administration affairs of local govern- 
ments, adds the two great army engi- 
neers, Goethals and Gorgas, who com- 
pleted the Panama canal where private 
(French) enterprise had twice failed; 
John L. McAdams, the Scotch public 
surveyor who improved highway con- 
struction methods; James Espy, army 
weather forecast pioneer, Herman M. 
Biggs, New York city health expert in 
the field of tuberculosis prevention; 
Stephen M. Babcock, Wisconsin state 
dairy expert, and others who developed 
improvements in water purification and 
sewage disposal methods. 


eee luster of such individuals as 
Faraday and Pasteur will be un- 
diminished,” adds Public Management, 
“if we cite the achievements of only a 
few among many government employees 
who have altered the channel through 
which history courses.” The editorial 
concluded : 


But why go on? These random examples 
should serve to dispel the myth of govern- 
ment sterility. Private enterprise has no 
monopoly on contributions to progress. 
Scientific research is motivated by service 
equally as by profit. The mechanical in- 
ventions of the researcher are matched by 
the social inventions and discoveries of 
the administrator in government and indus- 
try alike. As we honor Edison and Ford, 
may we also honor Reed, Biggs, Goethals, 
Hollerith, and thousands of others who 
served the public well and made the lot of 
man a more endurable one. 


If one were literally to construe Mr. 
McCarter’s remark that “one looks in 
vain for the name of any government 
employee as the originator, inventor, or 
developer of any of the fundamental 
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discoveries,” one might fairly conclude 
that the generality may be too sweep- 
ing. However, taking a broader view, it 
might be reasonably argued without 
casting any aspersion upon the glorious 
memory of such names as Reed or Goe- 
thals, that really big, pioneer type of in- 
ventions have to be worked out, or at 


least they have usually been worked out, 
by individuals who have managed to 
free themselves, temporarily at least, 
from outside interference whether by a 
political or a private superior. 
Comparisons are odious but it does 
not “diminish the luster” of Reed, Park, 
or Biggs to observe that they were 
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specializing and elaborating upon the 
basic principles of bacteriology and 
sterechemistry discovered by Pasteur, 
Koch, and Lord Lister. In short, Mr. 
McCarter’s point, as this reviewer un- 
derstands it, is that basic discoveries and 
inventions have generally come from in- 
dividual researchers and it should not 
be difficult to understand why this has 
been so. 


N the first place, government service 

in capitalistic countries has general- 
ly not offered a field for scientific re- 
search. Confined for the most part to 
the business of administering purely 
governmental affairs as we know them 
(such as taxation, academic education, 
law enforcement, etc.) one would hard- 
ly expect public servants to emerge with 
plans for steam engines, light bulbs, or 
moving pictures. Within their own 
field, on the other hand, government 
employees have given a good account of 
their intelligence as shown by the 
achievements of Hollerith and Reed. 
They both had specific jobs to do and 
they used their brains to find a way of 
doing it best. 

Again, it might reasonably be argued 
that pure genius does not thrive, or at 
least, does not do its best work under 
bureaucratic restriction. It is difficult, 
for example, to imagine Edison as a 
government employee being given such 
liberty that he could drive a crew of as- 
sistants to bake linen threads and other 
odd bits in an oven over 16,000 times in 
the hope of developing an incandescent 
carbon filament. He probably would 
have been fired for boondoggling. Edi- 
son needed freedom of action and 
thought to plan and develop the basis 
for the electric industry. He could nev- 
er have accounted to a government 
comptroller for what he was about for 
the simple reason that he never knew 
himself exactly. Inspiration along such 
pioneering lines cannot be “planned” 
ahead. 


NE need only read Descour’s life of 
Louis Pasteur and the account of 
his clashes with the petty government 
of his day (Napoleon III) to know that 
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Pasteur could not have been Pasteyr 
without being his own boss. And one 
need only read John Stuart Mill, the 
India House examiner, to know what 
John Stuart Mill thought about govern- 
mental interference with private initia- 
tive. It might even be symbolic that 
Walt Whitman (put on the honor roll 
of government employees by News Let- 
ter) was fired by Secretary Harlan 
from his job as clerk in the Interior De- 
partment because he wrote “Leaves of 
Grass.” It is to the credit of the former 
Imperial Russian Government that by 
virtue of the Czar’s artistic liberality 
the incessantly composing Rimsky- 
Korsakoff was shifted to the faculty of 
the St. Petersburg Conservatory of Mu- 
sic instead of being sacked for not at- 
tending to his duties as a naval officer. 
That might well have happened to him 
in the American Navy. (And for that 
matter, as taxpayers, we might even pre- 
fer a more practical, if less versatile, 
American Navy to the Russian Navy 
that took such a licking from the Mi- 
kado some years back.) 

In short, it seems to this reviewer pos- 
sible to harmonize the viewpoints of 
both Mr. McCarter and his critics. Pub- 
lic Management is undoubtedly correct 
when it asserts that private enterprise 
has no monopoly on inventive intelli- 
gence. On the other hand, it must be 
admitted that government service as or- 
ganized in capitalistic countries does not 
offer much inducement to those gifted 
individuals who have a special bent for 
activities which are not within the pre- 
vailing field of government. We have 
set up our government that way and so, 
presumably, we want it that way. 

Of course, the deeper question of 
whether real epoch-marking genius can, 
in the long run, thrive under the regi- 
mentation of individuals practiced in a 
totalitarian state such as Russia, where 
the government is so organized as to go 
into all fields of endeavor, remains to be 
solved. Dorothy Thompson recently 
remarked that there was not one really 
able writer left in Germany today. 

It is a highly debatable psychological 
question that cannot be dismissed light- 
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ly. Human genius may well be an irre- 
pressible modicum of divinity that will 
pop up more or less according to the law 
of averages, regardless of the forms of 
government or employment. On the 
other hand, it is hard to visualize 
Shakespeare in brass buttons. Our an- 
swer may come out of Russia or New 


It may never come at all. 
—F. X. W. 


INVENTIONS AND GOVERNMENT EMPLOYEES. 
Public Works Engineers’ News Letter. 
July, 1936. 


Tue Myts or GovERNMENT Steritity. Edi- 
pony Comment. Public Management. July, 


Germany. 





Development, Organization, and Financing of the 
Electrical Industries in the United States 


Pg cca Organization, and 


¢ 

Financing of the Electrical In- 
dustries in the United States of Amer- 
ica” is the subject of a German thesis on 
which Heinrich Cahn, a Berlin engineer, 
received last May his degree as doctor 
of philosophy from the Friedrich Wil- 
helms University of Berlin. Taking in- 
to consideration that the author was not 
in a favorable position, writing from 
abroad and in a foreign language, it 
must be conceded that he has made a 
most thorough study of the subject. He 
has made a detailed investigation into 
the various fields of his theme by refer- 
ring to American publications, and by 
making use of private and public re- 
ports such as the “Special Reports of 
the Central Electric Light and Power 
Stations” of the last three decades, pub- 
lished by the Washington Bureau of 
the Census, and the letters of the Util- 
ity Corporations issued by the chairman 
of the Federal Trade Commission, 
Washington, in 1930. In addition, he 
has searched the Press of the New York 
Edison Company: Forty Years of Edi- 
son Service 1882-1922, for suitable ma- 
terial The reports of the National 
Electric Light Association formed an- 
other basis for Dr. Cahn’s research 
work. 

Unfortunately, subjects which deal 
with the economic aspects of the profes- 
sion and which are not directly allied to 
the technical aspects of electrical en- 
gineering, such as rate making, project 
financing, depreciation, obsolescence, 
factory organization, etc., are not ac- 


ceptable. Nevertheless, the material 
assembled and closely printed in Latin 
type on forty pages is worthy of con- 
sideration in this country from which it 
originates. As far as its purpose is con- 
cerned, it is of course of more practical 
use for the student abroad. For a for- 
eign country, especially for Germany 
under its present régime, this treatise, 
maintaining a high standard of academ- 
ic objectivity, does not lack in any way 
the good Teutonic qualities of efficiency 
to which the scientific world has be- 
come accustomed. 


IVIDED into four major parts, the 

first is entitled “Basis and History 
of Power Supply.” It outlines histori- 
cally the conditions which gradually led 
to the present status of the electrical in- 
dustries in America, stressing the orig- 
inally available resources for the supply 
of power: coal, water, oil, and gas. In- 
troducing electricity for the social and 
industrial requirements of our time, Dr. 
Cahn observes : 

The extent of the electrification of a 
country must be taken today as the standard 
of its general industrial development. The 
use of electric current affords the possibil- 
ity to transmit with very small losses over 
very large distance the greatest quantities 
of power from the source where the out- 
put is the cheapest. 


Section II, Organization and Power 
Supply, is subdivided in four chapters, 
dealing with private and public power 
plants, state control and interconnec- 
tions, technical and business respective- 
ly. To this part, a special chapter “Or- 
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The Arkansas Gazette 
SPEAKING OF REDISTRIBUTION OF WEALTH 


ganization and the Electric Industries ments are made publicly and are made 


: mis known in the yearly reports of the Secre- 
in Case of War” is added. Dr. Cahn tary of. War as well a2 in the reports of 


writes : private organizations which codperate with 
Especially important for a country is the latter. The chief of the Engineering 

the regular functioning of the electrical Corps of the American army keeps a reco 
power supply in case of war. In a plan for of the entire power supply together with the 
mobilization such regulations must to a cer- National Electric Light Association, now 
tain extent be provided for as is the case the Edison Electric Institute. Thus in case 
in the United States. In accordance with of war there already exists a sort of mo- 
customary American publicity such arrange- bilization plan. Because of it, the “direc- 
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tor of electric power,” to be appointed in 
case of war by the President, shall have the 
possibility to act quickly and successfully, 
According to World War experience, the 
administration of the electric industry also 
lies during a war first of all in the hands of 
skilled, private economic organizations and 
as far as the government is concerned, con- 
trol is only intended to effect an exchange 
of superfluity or shortage. The state ad- 
ministration of plants for compensation 
shall only take place when an effective con- 
tinuation of warfare demands such pro- 
cedure. 


HAPTER III., Financing of the Elec- 

tric Power Supply, deals with 
loans, shares and stocks, partnerships, 
customer ownership system, and mone- 
tary matters. Here Dr. Cahn draws a 
parallel between the law in Germany 
and in the United States regarding 
shares. “For the judgment of Ameri- 
can financing methods,” he writes, “it 
is essential to know that in the United 
States there does not exist a general 
law regarding shares (the law regard- 
ing corporations is fundamentally a 
state law), and that the American prin- 
ciples for capitalization greatly differ 
from the German regulations. In Ger- 
many, the capitalization of an enterprise 
must not be greater than the actual in- 
vestment, 7. e., the amount of the invest- 
ments plus the cost value of the equip- 
ment (Sacheinlagen).” 

In his last chapter (IV) the author 
deals with the possibilities for exten- 
sion of the aims of our electrical indus- 
tries. He holds that two major points 
will be responsible for the further de- 
velopment of the American electrical 
industries. He thinks that private in- 


dustry will be deterred from creating 
new power plants and will instead con- 
centrate to a greater extent on the ex- 
tension of its networks, i. e., the distri- 
bution of power and increased power 
consumption. 


n Dr. Cahn’s opinion, the electrifica- 
tion of American industry has been 
practically completed and apartment 
houses to a great extent have also been 
connected with the distribution net- 
work. He holds, however, that here, 
through increaséd propaganda it should 
be possible to increase to a still greater 
extent the consumption of electric pow- 
er. Agricultural electrification, too, ac- 
cording to the author, remains undevel- 
oped. He explains that a great portion 
of the farms still work with private 
plants and that a further extension of 
the distribution net, which because of 
its cost can only be accomplished 
through state financing, will result in 
new agricultural consumers. Here also, 
it will be up to the electric utilities com- 
panies to increase power consumption 
through intense publicity, he says. 
Finally, summarizing his viewpoint, 
Dr. Cahn comes to the conclusion that 
both the new and the old world are sim- 
ilarly handicapped on their road to 
modern industrialization. He states: 
It would seem that in America there are 
the same difficulties as in the old European 
states in the transformation of a colonial 
into an industrial country, so far as the 


prerogative of the state is concerned, as it 
has been the case in England and Germany. 


—Dr. Curt L. HEYMANN. 





Electrical Distribution Costs in Merry England 


ie about the time when our Federal 
administration has definitely decided 
that some of our holding corporations 
in America control too many electric 
utilities, the Committee on Electrical 
Distribution reporting for future legis- 
lation by the British Parliament has ap- 
parently decided that the opposite is 
true in England. That at least seems to 


be the gist of the committee’s report, 
which was recently published and which 
calls, in brief, for the merging of hun- 
dreds of small English electric com- 
panies into larger retail groups. 

The committee confined its studies to 
electrical distribution because the major 
problems of generation and transmis- 
sion were substantially (and presum- 
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ably) settled by the establishment of 
the Central Electricity Board in 1926 
which consolidated and controls the op- 
erations of generating stations, with the 
resulting development of the well- 
known “grid system” of high voltage 
lines. 

Before the establishment of CEB, as 
the Central Electricity Board is called, 
there was wide confusion in the field of 
generation and transmission because of 
a lack of uniform standards of frequen- 
cy and general duplication of local 
stand-by equipment. This situation has 
been cleared up pretty well by CEB, so 
that the retail cost of electricity has been 
cut in half within the last ten years. 
However, the price of electricity in Eng- 
land is still high and much of the blame 
is placed on the unsolved distribution 
problem which is still quite a mess. 


| one Wagner, London correspond- 
ent for The Baltimore Sun, digested 
the committee’s report in part as fol- 
lows: 


Altogether there are 643 separate distri- 
bution undertakings on this small island, 
some publicly owned and some privately 
owned. Some of them distribute current 
to a few square miles only; others to many 
hundreds of square miles. In London and 
the district which surrounds it, for exam- 
ple, there are eighty-two separate organi- 
zations distributing electric current. 

These 643 are highly individualistic, and 
pursue their separate policies. There are, 
for example, forty-eight different voltages 
at which current is supplied in England. 
This means that the householder may find, 
upon moving across the street, that his 
refrigerator and electric stove are fit only 
to blow out fuses with. It means, further- 
more, that manufacturers may not con- 
centrate on a standard voltage and are 
thus denied the economies of mass produc- 
tion. Thus the use of electricity is held 
back. England uses nowhere near so much 
electricity, proportionately, as the United 
States. Last year Soviet Russia generated 
and distributed almost as much as England 
did, and this year it will probably use more. 

Electrical confusion in England is not 
confined merely to voltages. Prices for 
electricity vary fantastically from one re- 
gion to another. There is no uniformity 
whatever in methods of billing. 

The committee has found that of the 643 
distributing concerns two thirds actually 


supply less than 10 per cent of all the 
current. 


In the United States, such companies 
as these were eliminated during the epi- 
demic of mergers that developed (and 
in some cases overdeveloped) the vast 
holding company systems during the 
middle and late twenties. This volun- 
tary amalgamation, as we know, was ac- 
complished at considerable cost to secu- 
rity speculators, but we also know that 
technical progress was spurred tremen- 
dously. This did not happen in Eng- 
land because of various local obstacles, 
including charter restrictions and lim- 
ited opportunities for large-scale finan- 
cial promotion. 


ONCERNING this comparison of 

financial as compared with techni- 

cal sacrifices, Mr. Wagner’s digest of 

the British committee’s report conclud- 
ed: 

The recommendations of the committee, 
when they reach the political stage, will be 
opposed by two powerful groups. The 
Labor opposition, which is committed to 
public ownership, will object that the ef- 
fect of them would be to centralize owner- 
ship and control in the hands of private 
capital. On the other hand, those who now 
control the small companies (many of 
which are highly profitable in spite of their 
inefficiency) may be expected to denounce 
the plan as one more effort of the radicals 
to undermine the institution of private 
property. 


And so it would seem that the British 
Committee and our Federal administra- 
tion agree on at least the means of de- 
veloping the electric industry to the best 
public advantage—compulsory reorgani- 
zation. The difference is that John Bull 
and Uncle Sam are meeting each other 
on the same ground but going in oppo- 
site directions. Uncle Sam would “by 
compulsion” break the industry into 
smaller pieces. John Bull may “by com- 
pulsion” melt the pieces into bigger 


lumps. Such is political omniscience. 
—E. S. B. 


Dicest or Report oF CoMMITTEE ON ELEC- 
tricity DistripuTion. By Philip Wagner. 
The Baltimore Sun. July 8, 1936. 
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Temporary Rate Procedure with Provision for 
Reimbursement Is Sustained 


HE New York Court of Appeals, 
Genetic wt a decision by the appel- 
late division of the supreme court, up- 
held orders of the commission requiring 
a temporary reduction in rates pending 
final determination. The court inter- 
preted the statute under which the com- 
mission had acted and sustained it as 
against a claim of unconstitutionality. 

The law provides that the commission 
may fix a temporary rate sufficient to 
provide a return of not less than 5 per 
centum upon original cost less accrued 
depreciation of the physical property 
used and useful. There is some accu- 
racy in these figures, said the court; 
they can be fixed with some certainty 
and are not dependent altogether upon 
speculative expert opinion. Other ele- 
ments, of course, must be considered in 
a final determination of rates. The 
statute further provides that the com- 
mission in finally fixing rates may con- 
sider the effect of the rates fixed by 
temporary order. 

This provision was construed by the 
court to mean that the commission in its 
final determination, if the temporary 
rate were proved to have been too low, 
might permit and authorize the utility to 
charge enough for its service to make 


up the loss. As to the equity of this 
provision, Chief Judge Crane said: 


True it is that all the consumers paying 
the final rate, including the take-up, may 
not be the same as those who paid the 
temporary rate. A few consumers may be 
new customers paying what the old con- 
sumer should have paid. Such instances 
are of minor importance; the percentage 
must be very small. We can never work 
our institutions of government if we refine 
matters to such an extent that we have to 
consider all these little details. The Con- 
stitution expresses fundamental principles, 
and if in the main these have been observed, 
this is all that can be required. Besides, 
when we speak of the consumer—the cus- 
tomer—we mean the public, not individuals. 


Moreover, it was said that this was 
no concern of the company for its com- 
plaint was that because of the temporary 
rate it would suffer loss. 

The court concluded that the statute 
was not unconstitutional, that it met de- 
fects in prior procedure, and that it af- 
forded the company ample protection 
as well as the consumer. Judge Crane 
pointed out that if a temporary rate 
had to be based on all the elements to 
be considered in fixing a final rate, it 
would be impossible to fix a temporary 
rate. Bronx Gas & Electric Co. v. Malt- 
bie (No. 331—A, 331-B). 


e 


Form of Street Lighting Charges 


et Wisconsin commission, in con- 
sidering the rates of a municipal 
electric utility, said that it is apparent 
that a flat rate per kilowatt hour is not 
well adapted to street lighting service 
because the city could, by reducing the 
number of lamps or shortening the 
hours of burning, require only a nomi- 
nal consumption which would not offer 


the utility enough revenue to cover the 
fixed charges on its investment. 

The commission concluded that the 
form of rate to be prescribed for street 
lighting service should be a 3-part rate 
consisting of (1) an investment charge, 
(2) a lamp renewal charge, and (3) an 
energy charge. Re City of Oconomowoc 
(2-U-897). 
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Gas Rates for Space Heating 


HE Massachusetts Department of 

Public Utilities approved a rate for 
gas available to any customer using 
automatic self-acting gas appliances for 
his major space-heating requirements 
and using gas for his other major fuel 
requirements. 

Two commissioners dissented, holding 
that discrimination resulted. They ex- 
pressed the opinion that there are users 
of gas for certain purposes other than 
house heating whose consumption is as 
continuous and uniform as that of 
house-heating customers. 

The commissioners concurring in the 
majority opinion, although of the opin- 
ion that mere difference in use does not 
justify a different rate, said: 


Where gas is used for space heating con- 
trolled by an automatic device, the use of 
the gas for that purpose is spread over 
more hours a day than its use ts likely to 
be in other household uses. This results 
in a more continuous and uniform use, with 
less fluctuations, and has a tendency to level 
out the demand on the system during the 
twenty-four hours of the day. We think it 
obvious that a company can afford to sell 
gas at a lower rate where its use is more 
continuous and uniform than is usually the 
case. This more uniform and continuous 
use justifies, we think, the establishment 
of a classification of rates applicable to 
such use, provided the rate established is 
not so low as to throw a burden on cus- 
tomers served upon higher rates. More- 
over, we think the rate proposed can be 
justified as a promotional rate under Chap. 
365 of the Acts of 1934. The rate is con- 
ditioned upon its use for space heating 
where such use is controlled by automatic 
self-acting devices and where the customer 
uses gas for his other major fuel require- 
ments. Thus, to obtain the rate for the 
purposes of space heating the customer 
must use gas for his other major fuel re- 
quirements. This tends to increase the use 
of gas. 


As to an objection that the rate did not 
apply to all who used gas under similar 
conditions and that the same continuous 
use obtained in gas refrigerators and in 
the use of gas-cooking stoves where 
automatic devices are attached, it was 
said that theoretically there may be some 
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force in the argument relating to gas re- 
frigerators but “in the making of classj- 
fications of rates practical considera- 
tions must be taken into account.” 

The use of gas in a refrigerator was 
said to be so small that as a practical 
matter the owner of the refrigerator 
who did not use gas for space heating 
would not ordinarily use the required 
minimum amount of the rate, while if 
he used gas for his space-heating re- 
quirements, controlled by automatic 
self-acting devices, the rate would apply 
to the gas used in his gas refrigerator 
if he used gas for his major fuel re- 
quirements. The commission did not 
think the conditions applying were so 
similar as to require that the rate should 
apply to the use of gas in gas refrigera- 
tors. The commission also said: 

As to the automatic devices applying to 
cooking stoves we do not think the com- 
parison is sound, as the devices really only 
regulate the heat of the oven while cook- 
ing is being done and the length of the 
time the gas is used during the twenty- 
four hours of the day is not comparable 
with that of space heating. 


It was shown that no gas would be 
sold at less than 50 cents a thousand 
cubic feet, that the cost of the gas to 
the company in its holder was approxi- 
mately 30 cents per thousand, and that 
a spread of 20 cents per thousand would 
be left for the distribution, meter read- 
ing, billing, collecting of accounts, and 
other expenses attached to the promo- 
tion of the sale of gas sold under the 
classification. The evidence, it was 
said, as to whether this spread would 
cover these costs was ‘somewhat unsat- 
isfactory, but the department was of 
the opinion that it ought not to disap- 
prove the rate unless it appeared clearly 
that the sale of gas under the rate would 
throw a burden upon other customers 
to whom the rate did not apply. This 
had not been shown by objectors to the 
satisfaction of the department. Fe Bos- 
ton Consolidated Gas Co. (D. P. U. 
4885). 
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Power to Regulate Municipal Plant Rates 
beyond Municipa] Limits 


HE Washington Department of 

Public Service, according to a de- 
cision by the supreme court of Wash- 
ington, has no jurisdiction to regulate 
water rates for service furnished by a 
municipally owned and operated utility 
beyond the corporate limits of the mu- 
nicipality. 

The Washington legislature in 1911 
enacted a public service regulatory law 
which excluded from the authority of 
the commission power to fix rates for a 
water system owned by a city or town. 
In 1917 the legislature authorized cities 
to extend their water systems so as to 
serve users outside of corporate limits. 
Provision was made for regulation of 
such service and the rates therefor by 
the commission. 

Later, however, in 1933 a law was en- 
acted providing that when any city or 
town in the state owns and operates any 
municipal waterworks system, and de- 


e 


sires to extend beyond its corporate lim- 
its, it shall be lawful for the city to ac- 
quire, construct, and maintain the nec- 
essary system. Provision was made at 
that time that any such city or town 
should have the power to enter into a 
contract for furnishing water, “fixing 
the terms upon which such outside dis- 
tribution systems will be installed and 
the rates at which and manner in which 
payment shall be made for the service 
rendered.” 

The court, although recognizing the 
rule that repeals by implication are not 
favored, held that there was an irrecon- 
cilable conflict between the 1933 law and 
the earlier law, and, therefore, the city 
rather than the commission had power 
to fix the prices of service outside of the 
city. State ex rel. West Side Improve- 
ment Club v. Department of Public 
Service of Washington et al. (58 P. 
(2d) 350). 


New York Telephone Rate Reduction 


HE New York commission, in or- 

dering gross reductions of approx- 
imately $4,000,000 for the New York 
Telephone Company, did not reduce 
station rates since a reduction in such 
rates, to be of substantial benefit, would 
have such a large revenue effect as to 
bring about an amount of decrease in 
the net revenues which seemed justified. 
A reduction of but 25 cents per month 
in station rates alone would absorb all 
of the possible reduction. 

The advantage of the reduction was 
applied to rates and charges for miscel- 
laneous services and facilities and 
against toll rates for relatively short 
distances. 

The commission found that there was 
sufficient evidence in the record to war- 
rant an order making an immediate re- 
duction although a complete investiga- 
tion had not been made. It was thought 
doubtful whether the conclusion which 
might be reached after a final and com- 


plete determination would vary mate- 
rially from that which could be made 
upon the evidence before the commis- 
sion, and on this point Commissioner 
Brewster said: 

Bearing in mind the cost of valuation 
work done by other utilities in the state 
of New York, a reasonable estimate of the 
total cost of this rate investigation would 
be upwards of one million dollars. The 
cost of the proceeding, while presently be- 
ing paid by the company, must ultimately 
be borne, in part at least, by subscribers. 
I believe that the savings which can be 
effected by the termination of the proceed- 
ing might better be applied to the benefit 
of subscribers through an immediate re- 
duction in rates. 


In connection with the question of 
depreciation the commission expressed 
the view that as a result of the depres- 
sion it is probable that as a general rule 
property will remain in service longer, 
and with this lengthening of the service 
life of property a longer period results 
in which to provide for retirement loss. 
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Commissioner Brewster declared that 
the depreciation reserve was excessive 
and stated further: 


Obviously, it is inequitable to require the 
subscribers to pay over the entire life of 
the property more than the actual loss sus- 
tained when the property is retired. This 
being so, the proper basis upon which to 


fix an annual rate of depreciation is to make 
it such that over the remaining life of the 
property a sufficient additional amount wil 
be accumulated so that the reserve at the 
time of retirement will equal the loss sys. 
tained at that time. 


Re New York Telephone Co. (Case No, 
8230). 


e 


Street Railway Abandoning Service Must Remove 
Property from Highway 


we to discontinue service by 
a street railway was conditioned 
by the Pennsylvania commission upon 
the filing by the company of security for 
the proper and safe maintenance of its 
structures until removed, and for the 
removal of tracks, poles, wires, and 
other facilities, and restoration and re- 
paving of the highway. 

The commission based its decision 
upon an opinion by the state attorney 
general to the effect that it is the duty 


of the commission to refuse to grant 
permission to a street railway company 
to abandon its service unless it removes 
all of its tracks, poles, wires, and other 
facilities from the improved portion of 
the highway and restores and repaves 
that portion previously occupied by its 
tracks and such other facilities so as to 
conform with the remaining surface of 
the roadway. Re Shamokin & Mount 
Carmel Transit Co. (Application Docket 
No. 34569). 


e 


Water Service under Arrangement between Mutual Companies 
and Individual Not Public Service 


ge ipa: Oregon commissioner, after 
investigating the service rendered 
by a water company and an individual 
leasing the property to the company and 
operating it as agent, held that neither 
the company nor the individual had as- 
sumed the status of a public utility. 

A man named Maclay leased the wa- 
ter system to a corporation and, under 
contract, agreed to furnish water as 
agent of the corporation exclusively to 
corporate stockholders. He also entered 
into certain agreements with nonstock- 
holders under which he furnished water 
to them as “lessees.” The commission, 
in holding that the water company it- 
self was not a public utility, said: 


The water company does not “own” the 
plant or equipment by which it is furnishing 
the water to its stockholders; it does not 
“operate” the plant or equipment for, under 
the terms of the existing contract with Mac- 
lay, the corporation leases the plant and 
equipment from Maclay, but in the same 


instrument designates Maclay as the opera- 
tor thereof free from any “control” by the 
corporation whatsoever. Clearly the water 
company is not a public utility, for it has 
effectually contracted itself out of any sem- 
blance of such status. here a cor- 
poration contracts to lease a water system 
and restricts the use of such system to its 
stockholders, and refrains from serving any 
other persons, it is not engaged in serving 
the public—it is merely serving itself. 


The commission, in holding that Ma- 
clay was not a public utility, pointed out 
that by the terms of the lease he devot- 
ed all of his facilities to the demand of 
one particular customer, namely, the ' 
corporation. The commission contin- 
ued : 

When one devotes his property to the 
service of one customer under a particular 
contract, he cannot be said to be serving 
“the public.” It is true that there are forty- 
three stockholders being served, but the 
lease contract from which we must test the 
status of Mr. Maclay is between himself, on 
the one hand, and the single legal entity— 
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the corporation, on the other hand. It is 
true that the corporation, in the same in- 
strument, appoints Maclay as it agent to dis- 
tribute the water to its stockholders, and 
fixes the compensation, but the Maclay who 
distributes the water to the stockholders is 
not the same Maclay who leased the water 
system to the corporation—in one case he is 
“employed” by the corporation, and in the 
other he is its landlord. 


In regard to the service furnished by 
Maclay to the “lessees” it was said that 
he had not devoted his property to the 
use of the public since it was not his 
property to sell as he had already, by 
the terms of the contract, sold it to the 
corporation. Re Columbia City Water 
Co. (U-F-719). 


e 


Coal Company Generating Electricity Not a Public Utility 


fee supreme court of Colorado re- 
versed a former holding that the 
Moffat Coal Company was a public util- 
ity and held that, after taking cogniz- 
ance of an amended charter obtained by 
the coal company expressly authorizing 
it to generate and sell electricity without 
becoming a public utility, it did not at- 
tain the public utility status. 

The decision was on a rehearing of 
an appeal in a suit originally brought by 
the Colorado Utilities Corporation in 


e 


the Denver district court against the 
state public utilities commission to com- 
pel classification of the Moffat Coal 
Company as a public utility. The Colo- 
rado Utilities Corporation had operated 
an electric distribution system in Oak 
Creek until 1932, when the town voted 
to install its own electrical distribution 
system and buy electric current from 
the coal company. Colorado Utilities 
Corp. v. Colorado Public Utilities Com- 
mission. 


Public Convenience and Necessity Need Not Be Shown 
by Interstate Motor Carrier 


{ ge Utah commission, in overrul- 
ing objections by competing car- 
riers to the authorization of an inter- 
state motor carrier to use highways of 
the state, declared that the commission 
does not assume to regulate interstate 
commerce, but that the right to regulate 
such commerce by motor vehicles be- 
longs to the Federal government and is 
exercised by the Interstate Commerce 
Commission under the Federal Motor 
Carrier Act of 1935. The commission, 
in interpreting the state law governing 


e 


licenses for interstate operators, said: 


As the commission interprets the legisla- 
tive intent of this section, the question of 
public convenience and necessity is one 
which may not be considered in determining 
if an application should be granted. The 
commission interprets this section to mean 
merely that a carrier desiring to use the 
highways of this state in interstate com- 
merce shall first comply with the police reg- 
ulations of this state, including tax and li- 
cense laws, as they apply to motor carriers 
operating in interstate commerce. 


Re Inland Pacific Stages (Case No. 
1804). 


Commission Does Not Have Exclusive Jurisdiction 
over Rate Controversy 


fc a matter is one of purely 
private concern between a public 


utility and one of its patrons the courts 
have jurisdiction to determine such con- 
troversy. Such is the ruling of the 


supreme court of Oklahoma in a case 
where a customer attempted to recover 
charges alleged to have been improperly 
collected by a gas utility. 

The customer operated a cleaning and 
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pressing plant and for some time had 
received gas at domestic rates rather 
than industrial rates. The company de- 
fended with the claim that the service 
had been performed under rates fixed 
by the corporation commission; that 
pressing and cleaning establishments 
had not been classified as industrial 
enterprises and had not been served at 
industrial rates; that the court was 
without jurisdiction because of the ex- 
clusive jurisdiction of the commission 
both to interpret its orders and to de- 
termine the rates which the customer 
was entitled to pay; and that the com- 
mission had not established any other 
or different rates than those under 
which the company had proceeded. 

The court held that it had jurisdic- 
tion, stating: 


7 


Other Important Rulings 


HE appellate division of the New 

York supreme court sustained the 
holding of the lower court that a writ 
of prohibition could not be issued 
against the commission to restrain the 
fixing of rates for hydrant service 
where the commission had already made 
its determination (mentioned in PuBtic 
Utitities FortTNIGHTLY, July 2, 1936, 
at p. 55). The court declared that a 
writ of prohibition is not issued for the 
correction of errors but only to prevent 
usurpation of jurisdiction, or the exer- 
cise of power in an illegal manner or be- 
yond the jurisdiction conferred. City 
of New York v. Maltbie et al. (N. Y. 
App. Div). 


The term “pool car” as used in a city 
carrier rate proceeding was held by the 
California commission not to include 
shipments of concerns engaged in the 
consolidation and forwarding of prop- 
erty as a business, such shipments be- 
ing designated as forwarder’s cars. The 
commission defined the term “pool car” 


The corporation commission had estab. 
lished the rates to be charged for domestic 
and industrial services by the defendant 
This is conceded by all the parties. The 
difference between the parties was whether 
plaintiffs were domestic or industrial cop. 
sumers. This was not a matter of public 
concern, but purely a matter of dispute be. 
tween the plaintiffs and the defendant which 
involved them alone, it being possible tha 
in one instance a cleaning and pressing plant 
might employ gas solely for heating an 
other domestic purposes whereas another 
plant of the same general nature across the 
street might employ gas for wholly indus. 
trial purposes, 

Recovery was denied to the customer, 
however, on the ground that the money 
had been voluntarily paid with full 
knowledge of facts under which it was 
demanded. Central States Power & 
Light Corp. v. Thompson et al. 58 P. 
(2d) 868. 


as a phrase to describe a car load or 
quantity shipment that contains proper- 
ty forwarded by one or more shippers 
consigned to a carrier or to the ship- 
per’s representative in care of the car- 
rier for distribution to two or more sub- 
consignees. Re Rates, Rules, Classifica 
tions, and Regulations for Transporte- 
tion of Property (Decision No. 28731, 
Case No. 4084). 


The Virginia commission, although 
it authorized an extension of the appli- 
cation of emergency freight rate in- 
creases intrastate in order to harmonize 
intrastate and interstate rate structures 
with the exception of commodities pre- 
viously exempted from emergency in- 
creases, declared that the addition of 
surcharges to rates which have hereto- 
fore been prescribed or established as 
maximum reasonable does not as a mat- 
ter of sound economic principle meet 
with the approval of the commission. 
Re Emergency Increases in Rates and 
Charges (Case No. 5999). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Rates, application of schedule, 147; application 
of statute, 147; Commission jurisdiction, 
147; effect on patronage, 113; hand-set tele- 
phone charge, 168; jurisdiction of courts, 
147; service charge, 113. 


Return, combined utilities, 113; reasonableness 
as a whole, 113; right to earn, 113. 


Service, damages for denial, 147. 


Valuation, accrued depreciation, 113; cost of 
repaving, 113; engineering and _ superin- 
tendence, 113; financing costs, 113; going 
value, 113; interest during construction, 113; 
land, 113; measures of value, 113; merchan- 
dising equipment, 113; omissions and cor- 
tingencies, 113; overheads, 113; price quota- 
tions, 113; property being sold, 113; prop- 
erty not owned, 113; rails used as return 
circuit, 113; reproduction cost, 113; stokers 
partially installed, 113; taxes during con- 
struction, 113; unused property, 113; weight 
of evidence, 113. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Public Service Commission of Missouri 


St. Joseph Railway, Light, Heat 
& Power Company 


[Case No. 7630.] 


Valuation, § 266 — Weight of evidence — Land value. 
1. A valuation of various parcels of land by a real estate board was given 
greater weight than an appraisal by a real estate dealer employed by a 
public utility company, where the board appraisal was made by three 
members and the names were submitted to and approved by the city and 
the company, p. 119. 


Valuation, § 202 — Unused property — Right of way — Parks. 
2. A right of way for a street car line and park property acquired by a 
public utility company in good faith, the expenditure being a prudent in- 
vestment and the earnings in the past having been included with revenues 
from street railway operations, should nevertheless be excluded from the 
rate base when no longer used in public service, p. 119. 


Valuation, § 238 — Property not owned. 
3. A substation now owned by a public utility company should not be in- 
cluded in the rate base as property used and useful in public service, p. 
122. 

Valuation, § 80 — Reproduction cost — Unit costs — Pricing inventory. 
4. A reproduction cost estimate based upon an itemized pricing of inventory 
was held to be more reliable than an appraisal based on an average pricing 
of major items derived from construction records in the files of appraisal 
engineers, p. 123. 

Valuation, § 413 — Weight of evidence — Manufacturer’s quotations — Installa- 

tion cost. 

5. An erection cost submitted by a manufacturer and included as part of 
the cost of equipment in place is a reliable estimate and should be given 
more weight than a public utility company’s estimate for erection based 
on the weight of the equipment, p. 124. 


Valuation, § 183 — Charges to capital —Repaving streets — Abandoned tracks 
— Bus substitution. 
6. The cost of repaving streets in which tracks have been abandoned but 
over which busses are now being operated should not be included in the 
rate base, where the streets were repaved either because of franchise re- 
quirements or by agreement with the municipality when the city’s acquies- 
cence in the abandonment of track was requested and where the company 
does not have any proprietary right in the new pavement, p. 125. 
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Depreciation, § 42 — Charges to reserve — Repaving costs — Abandoned stree} 
car tracks. 

7. The amount expended for new paving upon abandonment of street car 
tracks and substitution of busses for street cars should be charged to the 
depreciation reserve along with the estimated cost of the abandoned track; 
and if accumulations in the reserve are insufficient to cover the property 
to be abandoned, that part for which no reserve had been accumulated js 
a loss to be borne by the investor, although substitution of a new service 
for an old one with a resulting saving in operating expenses that js 
reflected in lower rates or improved service would justify the amortization 
of ye cost of the property abandoned prior to the lapse of its entire life, 
p. 125. 


Valuation, § 205 — Property used or useful — Rails used as return circuit. 
8. Street car track with its high cost should not be included in property 


used in public service when its only service is that of a return for the 
electric circuit from a park, p. 125. 


Valuation, § 224 — Stokers partially installed — Possible future use. 


9. Stokers not completely installed and which could not be used at the 
time of appraisal should not be included in the rate base on the theory 
that they may become necessarily useful at some future date if the price 
of oil or gas rises considerably and it becomes more economical to use coal 
in electric generation, p. 126. 


Valuation, § 231 — Property used or useful — Merchandising equipment. 
10. Equipment assigned to the merchandising department of a public utility 
should be excluded from property used and useful in public service although 
it is contended that the expenditure for such equipment would still be 
necessary to stimulate new business if the nonutility activity disappeared, 
p. 126. 


Valuation, § 132 — Overheads — Omissions and contingencies. 
11. An allowance of 2.614 per cent of the cost of reproduction of public 
utility properties, exclusive of lands owned in fee, was allowed in the 
valuation of electric, street railway, steam heating, and motor bus properties, 
p. 126. 


Valuation, § 192 — Property being sold — Street lighting system — Instalment 
payments. 

12. A street lighting system constructed under provisions of a contract 
with a city requiring the city to pay an annual rental for twenty years, 
with the option to purchase at any time, should be excluded from the rate 
base of an electric utility and the cost included in a suspense account against 
which annual payments should be credited, since, as a practical matter, the 
city is buying the system on a deferred payment plan and the property 
will pass out of the rate base when the twenty payments have been com- 
pleted, or at an earlier date when the city exercises its option, p. 127. 


Valuation, § 135 — Overheads — Engineering and superintendence. 


13. Allowances were made for engineering and superintendence orang 
to 5 per cent on electric property, 4.5 per cent on railway property, 2. 
per cent on steam heat property, and 2 per cent on bus property, 

on all items except land and general equipment, p. 128. 
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Valuation, § 143 — Overheads — Preliminary organization, legal and administra- 
tive, and miscellaneous expenditures. 
14. An allowance of 2.5 per cent was made for preliminary organization, 
legal and eee and miscellaneous expenditures of combined util- 
ties, p. 129. 


Valuation, § 124 — Overheads — Basis. 
15. An allowance for preliminary organization, legal, and administrative 
expenses and for miscellaneous expenditures should not be applied to items 
of land, engineering and superintendence, and omissions and contingencies, 


p. 129. 


Valuation, § 150 — Overheads — Taxes during construction. 
16. An allowance of .75 per cent on all physical property was held to be 
adequate to cover the item of taxes during construction of a public utility 
property, p. 129. 

Valuation, § 125 — Overheads — Basis — Taxes during construction. 
17. Taxes during construction should be included on land as well as on 
structural items of property, p. 129. 


Valuation, § 140 — Interest during construction, 

18. Interest during construction was allowed at 6 per cent on the assump- 
tion that money would be obtained uniformly over the construction period 
and that the construction period would be approximately one and one half 
years for electric property, one year for steam heat and railway prop- 
erties, respectively, and six months for bus property, with a resulting allow- 
ance of 4.5 per cent for electric property, 3 per cent for steam heat and 
railway properties, respectively, and 1.5 per cent for bus property, p. 
130. 

Valuation, § 124 — Overheads — Basis — Interest during construction. 

19. Interest during construction should be charged on engineering and 
preliminary expenses as well as on materials and labor during construc- 
tion, p. 130. 

Valuation, § 92 — Accrued depreciation — Items depreciable — Installation cost. 
20. The cost of installing transformers and meters should be depreciated 
to the same extent that the meters and transformers are depreciated in 
arriving at fair value, p. 131. 

Valuation, § 96 — Accrued depreciation — Obsolescence of street cars — Com- 

parison with other cars. 


21. Accrued obsolescence in street cars is not properly determined by com- 
paring the cars with a smaller car of a different type designed to be used 
for different service than that for which the cars involved are used, basing 
the comparison on the cost per passenger seat, p. 131. 


Valuation, § 93 — Accrued depreciation — Items depreciable — Overheads. 
22. Accrued depreciation should be deducted on all general overheads ex- 
cept preliminary organization, legal, and administrative expenses which 
are incurred only at the inception of the project and are not retired when 
the physical elements of the property are retired, p. 132. 

Valuation, § 114 — Cost of financing. 
tT Cost of financing should not be included as part of the rate base, p. 
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Valuation, § 332 — Going value — Separate allowance. 
24. No separate determination should be made of the intangible element 
going value when in the determination of fair value of various properties 
the Commission has considered them as operating facilities, the entire 
utility being considered as a going concern and proper allowance being 
made for this element of value, p. 134. 


Valuation, § 21 — Measures of value — Rate base. 
25. Fair value was determined after consideration of fair market value of 
land, estimated investment, cost of reproduction, and cost of reproduction 
less depreciation of the facilities used and useful in rendering utility service, 
proper allowances being made for general overheads, cash working capital, 
materials and supplies, and all intangible elements of value inherent in the 
properties, p. 135. 


Depreciation, § 51 — Electric utility. 
26. An allowance of 3 per cent was held proper for the annual depreciation 
requirement of an electric utility department, p. 136. 


Expenses, § 35 — Amortization of abandoned property. 

27. No allowance was made for amortization of the unexpired life of aban- 
doned street car lines where at the time of abandonment there was no 
request for amortization and the municipality did not indicate that it would 
acquiesce in such amortization; but amortization was allowed in the case 
of lines abandoned under circumstances indicating acquiescence by the 
municipality in such amortization as an operating charge to combined 
utilities, p. 137. 


Expenses, § 84 — Payment to affiliated company — Evidence to support. 
28. The amount of a management fee constituting a percentage of gross 
revenues paid to an affiliated company should be eliminated from operating 
expenses when no evidence is introduced whereby the Commission can 
determine that the administration expenses are just and proper, p. 139. 


Expenses, § 105 — Employees’ bonus — Benefit payments — Subscription plan. 
29. Bonuses paid by a public utility company to employees who have pur- 
chased securities of an affiliated company on the instalment basis, have 
remained in service for five years, and have not disposed of their securities, 
should not be allowed as an operating expense since they are contingent 
upon purchase of securities of the affiliate and not upon the length of 
service or the efficiency of an employee, p. 140. 


Expenses, § 46 — Contributions. 
30. Contributions and donations by a public utility company are not allow- 
able as an operating expense, p. 141. 


Expenses, § 48 — Dues. 
31. The cost of memberships in community and civil organizations made 
for the purpose of bringing good will to a public utility company and 
strengthening its position in a community is not allowable as an operating 
expense, p. 141. 


Expenses, § 92 — Rate case expense — Amortization. 
32. Allowable rate case expenses were amortized over a 10-year period, 
p. 141. 
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Apportionment, § 15 — General expenses. 
33. Rate case expenses and general expenses of a public utility company 
should not be apportioned to various departments on the basis of gross 
revenues instead of located expenses, p. 142. 


Apportionment, § 15 — New business expense — Merchandising operations. 
34. Apportionment between new business and merchandise operations 
should not be accepted when made on an arbitrary basis or when based 
on the theory that if the utility ceased selling merchandise the expenses 
would still exist and would be borne by the electric department, p. 143. 


Depreciation, § 37 — Reserve — Unauthorized transfers to surplus. 
35. Transfers should not be made from depreciation reserve fund to sur- 
plus, or to an account entitled “special surplus reserve,” without permission 
of the Commission, and a company which has made such transfers should 
make proper entries to transfer such sum to the depreciation reserve, p. 
143. 


Return, § 83 — Combined utilities. 

36. A return of 64 per cent was held to be reasonable for a public utility 
company operating electric, steam heating, street railway, and motor bus 
departments, p. 144. 

Return, § 71 — Reasonableness as a whole — Electric and railway department. 
37. Consumers of electricity should not be compelled to pay electric rates 
sufficient to pay a return on street railway property as well as electric prop- 
erty, p. 144. 


Rates, § 159 — Effect on patronage. 
38. No increase in street railway fares was deemed advisable although the 
street railway department was not earning its depreciation requirement, 
as an increase would tend to decrease the number of street car riders, p. 
146. 


Return, § 16 — Right to earn. 
39. No downward adjustment in steam heating rates is justified when 
revenues from steam heating consumers are not sufficient to yield a fair 
return on the fair value of the property used and useful in that department, 
p. 147. 


Rates, § 296 — Service charge. 
Criticism of the service charge, because of its psychological effect upon 
consumers, and suggestion that minimum charge be substituted for service 
charge, p. 146. 


[May 18, 1936.] 


aa of present fair value and proper operating 
charges of an electric street railway, motor bus, and heating 
utility company; electric rates reduced. 


¥ 
By the Commission: This pro- 1931, directing its engineering depart- 
ceeding was instituted by the Com- ment to make an inventory and ap- 
mission by its order issued May 26, praisal of the property of the St. 
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Joseph Railway, Light, Heat and 
Power Company, and directing its ac- 
counting department to make an audit 
of the company’s books and records 
for the purpose of furnishing infor- 
mation necessary to determine the 
present fair value of the company’s 
property and the proper operating 
charges for use in future rate and 
security issue proceedings before this 
Commission. 

The Commission’s engineering staff 
commenced the inventory of the prop- 
erty in September, 1931, and filed the 
completed appraisal report on Feb- 
ruary 1, 1933. The date of the in- 
ventory is April 1, 1932. The audit 


of accounts for the year ended March 
31, 1932, was filed by the accounting 
department on December 30, 1932. 
The Commission notified all inter- 
ested parties that the case was set for 
hearing at its office in Jefferson City 


on March 6, 1933. After three con- 
tinuances, hearings were held during 
1933 before three members of the 
Commission on June 26th to 30th, in- 
clusive, and before one member on 
July 20th, 21st, and 24th to 28th, in- 
clusive. A portion of the evidence 
introduced by witness F. C. Hamilton 
in Case No. 5550 (13 P.U.R.(N.S.) 
478) involving the valuation of the 
Empire District Electric Company 
was, by agreement of all parties in 
this proceeding, transcribed as a part 
of the record in this case and deemed 
to be the testimony of Mr. Hamilton 
in this present record. The case was 
submitted on the record. Brief was 
filed by the company on June 4, 1934, 
and by the city of St. Joseph on Sep- 
tember 17, 1934. 

The St. Joseph Railway, Light, 
Heat and Power Company, hereinaft- 
14 P.U.R.(N.S.) 


er designated “Company,” is a Mis- 
souri corporation, with principal of- 
fices in St. Joseph, Missouri. The 
Company is controlled directly by the 
Cities Service Power & Light Com- 
pany, of 60 Wall street, New York, 
and indirectly by the Cities Service 
Company, also of 60 Wall street, New 
York. It is one of the so-called Cities 
Service group of properties. The 
Cities Service Power & Light Compa- 
ny, a Delaware corporation, is a hold- 
ing company owning the controlling 
interest in the common stock of the 
St. Joseph Company, and is a subsidi- 
ary of the Cities Service Company, in 
which is vested ownership of the se- 
curities of the electric light and power 
properties which are controlled by 
Cities Service Company. 

The properties of the Company con- 
sist of the following: 
Electric property. 

The electrical distribution systems 
in the following cities, towns and vil- 
lages in Missouri: [List omitted.] 

The Company has a purchase agree- 
ment for 3,000 kilowatts of primary 
power with its affiliate, the Buchanan 
County Power Transmission Compa- 
ny, hereinafter designated “Buchanan 
Company.” The Buchanan Company 
purchases this power from the Kansas 
Power & Light Company at a point 
about two miles east of East Atchi- 
son, Missouri, and transmits it over a 
transmission line to St. Joseph. The 
Buchanan Company, subsequent to 
the hearing of this case, was consoli- 
dated with the St. Joseph Company. 
The Company also has an agreement 
with Armour & Company and Swift 
& Company whereby the power plants 
in St. Joseph owned by the latter com- 
panies are maintained in operating 
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condition by the owners so that, upon 
notice from the Company, the require- 
ments of Armour & Company and 
Swift & Company, now carried by the 
Company, may be carried by the pri- 
vately owned plants for a maximum 
period of thirty days. The Company 
pays a monthly rental charge to the 
owners of the plants for this privilege. 


City and interurban railway property. 

The Company owns and operates 
the electric railway system in the city 
of St. Joseph, and an interurban rail- 
way system extending from St. Jo- 
seph to Savannah. Electricity for the 
street and interurban railway systems 
is supplied by the electric department 
of the Company. 


Bus property. 

The Company also owns the motor 
bus system in St. Joseph, and op- 
erates this in conjunction with its 
street railway system. 


Steam heat property. 

The Company sells steam for heat- 
ing purposes in the business section of 
St. Joseph, obtaining this steam from 
its electric power plant. 


The Company also operates a mer- 
chandising department for the sale 
and distribution of electrical appli- 
ances and kindred merchandise in St. 
Joseph and in the other communities 
served. 


The appraisal submitted by the 
Commission’s engineers, designated 
Exhibit 1, shows the estimated in- 
vestment, cost of reproduction, and 
cost of reproduction less depreciation 
of the property inventoried on April 
1, 1932. The Company’s appraisal, 
designated Exhibit 34, shows the cost 
to reproduce the property as of July 


1, 1933. The Company submitted a 
statement, designated Exhibit 53, 
showing additions and betterments 
from April 1, 1932, to June 30, 1933, 
inclusive. 

The Commission’s engineers also 
submitted an appraisal of the property 
of the Buchanan County Power 
Transmission Company, designated 
Exhibit 10, showing: the cost of re- 
production and cost of reproduction 
less depreciation of this property on 
April 1, 1932. Application was later 
filed (Case No. 8455, June 22, 1933) 
for permission to transfer the trans- 
mission property from the Buchanan 
County Power Transmission Compa- 
ny to the St. Joseph Railway, Light, 
Heat & Power Company. Permis- 
sion for the transfer was granted on 
October 26, 1933. 


I 
Land and Easements 


[1, 2] The various parcels of land 
owned by the Company were ap- 
praised for the Commission by a com- 
mittee of the St. Joseph Real Estate 
Board. The names of the members 
cf this committee were first submit- 
ted to the officials of the city of St. 
Joseph and the Company for approv- 
al, and were approved. The findings 
of this committee were then used by 
the Commission’s engineers in their 
appraisal. This report of the real es- 
tate board is filed in this case as Ex- 
hibit 51. 

The Company did not accept this 
appraisal, but employed Mr. J. D. 
Barrow, a real estate dealer in St. 
Joseph, to make a separate appraisal. 
His estimates of value are filed in this 
case as Exhibit 49. The Company in 
its appraisal used the values submit- 
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ted by witness Barrow. The com- 
parative values of land are shown in 
the following table: [Table omitted 
shows total of $117,946.13 in Exhibit 
51 and $199,693.29 in Exhibit 49.] 

Additional amounts were included 
in the appraisals of the Commis- 
sion’s and Company’s engineers for 
expenditures during the original con- 
struction of the properties. These 
amounts are based on the book records 
of the Company showing the actual 
expenditures at the time of construc- 
tion. The Company expended $5,000 
for permanent river work in connec- 
tion with its power plant construction ; 
$1,585 to relocate telephone and tel- 
egraph lines between Francis street 
and the general office building of the 
Chicago, Burlington & Quincy Rail- 
road ; $1,460 for repairs on the build- 
ing north of the power plant substa- 
tion; $2,368 to secure the right to 
erect, maintain, and operate trans- 
mission lines ; and $2,089 for the right 
to install track and overhead lines on 
the Savannah Interurban Line at the 
time of original construction. The 
Company’s appraisal included only the 
expenditure of $5,000 for river work 
in connection with the power plant 
and $4,420 for easements for the 
transmission system. 

A study of Exhibits 49 and 51 
shows that there is considerable dif- 
ference in the valuations placed on a 
number of the sites owned by the 
Company. Thus, witness Barrow 
placed a value on Warehouse No. 1 
of practically twice that placed by the 
real estate board. The widest dif- 
ference is found in the valuation of 
the Lake Contrary park property. 

The Company, in its brief, calls at- 
tention to inaccuracies in the land ap- 
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praisal included in the Commission's 
engineers’ appraisal. Referring to the 
Lake Contrary property, counsel for 
the Company says, “To begin with, 
the Commission’s engineers errone- 
ously computed the area as 245.19 
acres whereas it should have been 
246.19 acres.” Reference to Exhibit 
49, submitted by Barrow, and to his 
testimony (R. p. 529) discloses an er- 
ror in Barrow’s calculations. The 
parcel is located in the north 24 chains 
of the SW quarter of section 36. 4 
quarter section contains 160 acres and 
is 40 chains in length. A parcel 24 
chains in length would have to contain 
96 acres, though Barrow shows this 
to be 97 acres. Furthermore, the 
price of $64,800 for the parcel, based 
on a Barrow calculation of $1,000 an 
acre for 48 acres and $350 an acre for 
the balance results in the balance be- 
ing composed of 48 acres. The total 
is, therefore, 96 acres. Barrow’s ad- 
dition of all the parcels in the Lake 
Contrary property is 246.39 acres. 
Counsel for the Company corrects this 
to 246.19 acres. The correct area is 
245.19 acres, as computed by the 
Commission’s engineers. 

Counsel then comments on the com- 
parative valuations, and, in support 
of the higher value per acre, cites the 
testimony of Barrow on the location 
of the Lake Contrary property and the 
ultimate development of a terminal for 
river traffic in St. Joseph in this vicin- 
ity, concluding that “even though its 
use for that (amusement park) pur- 
pose is temporarily diminished, the 
real estate is valuable and at the pres- 
ent diminished market prices for real 
estate could be sold for a large sum 
of money.” . 

The classification by the Commis- 
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sion’s engineers of the Lake Contrary _ utility regulation, the owner of prop- 
property as nonused is disputed by the erty dedicated to public service is per- 
Company on the grounds that the mitted to earn a fair return on the fair 
right of way for the street car line and value of property used and useful in 
the park property were acquired in such service, but there neither is nor 
good faith, the expenditure was a pru- can there be any guaranty by the reg- 
dent investment, and the earnings ulatory body that a fair return will be 
were in the past included with the earned or that the public will continue 
revenues from street railway opera- to demand the service and thus insure 
tions. The Company contends, how- continued use of the property. If the 
ever, that if the Commission excludes demand for the service decreases the 
this property from the rate base the loss is one of the hazards that any 
loss that the Company would sustain business may sustain and should be 
if forced to dispose of the land at de- borne by the investor. The limitation 
pressed prices should be amortized. to only a reasonable return even in 

Strange it is, indeed, that this prop- boom times is the price that the in- 
erty is very valuable for general pur- vestor in property dedicated to public 
poses if included in the rate base but service pays for the privilege of the 
of so low a value if excluded that the legal monopoly that he enjoys. 
Company would sustain a loss because Tabulating the amounts shown 
the Company would be forced to dis- hereinbefore, and segregating them 
pose of it at the present depressed according to use by the various de- 
prices. Weare uncertain whether this partments, we have the following : 
so-called loss is the difference between [Table omitted. ] 
the appraised price and sale price, or Of the other amounts included in 
the difference between the cost price the appraisal by our engineers, we are 
and sale price. Furthermore, there is of the opinion that only the expen- 
no compulsion on the owners to dis- ditures for right of way for the elec- 
pose of this property at this time. tric and railway lines, amounting to 

Weare of the opinion that the valu- $2,368 and $2,089, respectively, 
ation placed upon the various parcels should be included with the land ac- 
of land by the real estate board count. The other expenditures, 
should be given the greater weight be- namely, $5,000 for permanent river 
cause it was made by three members work, $1,585 for relocation of tele- 
and the names were submitted to and _ phone and telegraph lines, and $1,460 
approved by the city and the Com- for repairs on building, should be in- 
pany. We will, therefore, accept the cluded under Account 356 as extraor- 
estimates of the real estate board in dinary expenditures during construc- 
our determination of the value of the _ tion. 
land owned by the Company. II 

We are of the further opinion that 
ihe Lake Contrary right of way and 
park property should be excluded The Commission’s accountants 
from the rate base because they areno made a study of the records of the 
longer used in public service. Under Company to determine the amount in 
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the fixed capital account representing 
the investment in fixed physical prop- 
erty on March 31, 1932. This was 
found to be $15,186,296.21. This 
sum is composed of an unverifiable 
balance transferred from the Com- 
pany’s ledgers on January 1, 1903, 
and the recorded expenditures for 
properties purchased and for addi- 
tions, betterments, and extensions 
since that date. A number of the 
items were, in the opinion of the Com- 
mission’s accountants, improperly in- 
cluded. Other items were unverifia- 
ble. The Commission’s accountants 
also added certain items to the fixed 
capital account, omitted by the Com- 
pany, because they apportioned a larg- 
er amount of the general expenses to 
construction than was apportioned on 
the Company’s books. The Compa- 
ny’s book account is made up of the 
following totals: [Table omitted 
shows total of $15,186,296.21.] 

[3] The Commission’s engineers 
made a study of the Company’s con- 
struction records to determine the 
prudent investment in the properties 
under consideration. An analysis was 
made of all work orders, vouchers, 
and other records to determine the 
original cost of installing the various 
units, and a study was made of old 
invoices to determine the purchase 
price of practically all of the materials. 
Because of a lack of complete records, 
a few estimates of original perform- 
ances and labor rates had to be made. 
These were based on information in 
the files of the Commission’s en- 
gineering department rather than on 
Company’s actual cost records. On 
page 4 of Exhibit 1, the Commission’s 
engineers show, in the column headed 
“Estimated Investment,” the sum of 


$8,502,788 as representing all of the 
property. This includes allowances 
for cash working capital, materials 
and supplies, and land at market value 
prevailing on the date of the apprais. 
al. Deducting the Commission’s ep. 
gineers’ estimate of cash working 
capital and materials and supplies, and 
the amounts included for land and 
right of way, but including the ex. 
traordinary expenditures during con- 
struction, the prudent investment in 
the various properties was estimated 
by the Commission’s engineers to be 
as follows: 
Property Used in Public Service 
(Excluding Land and Working Capital) 

Electric property 

Steam heat property 

Railway property 

Bus property 


Property Not Used in Public Service 
(Excluding Land) 


Electric property 
Railway property 


The Commission’s engineers erro- 
neously included the Schreiber sub- 
station, which is not owned by the 
Company, with the property used and 
useful in public service. The prudent 
investment cost of this substation is 
$3,090, and should be deducted from 
the estimate of $4,452,344 for electric 
property. 

The Company’s engineers did not 
submit any estimate of the prudent 
investment cost of the properties. 

The fixed capital accounts of the 
Company in this case are not sufficient- 
ly reliable to be used as a basis for de- 
termining the amount of money orig- 
inally invested in the construction of 
the property. The adjusted balance 
of $8,274,167.75, the original entry in 
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1903, was unverifiable by our ac- 
countants. Only the figure of $6,- 
416,952.12, representing actual ex- 
penditures for additions, betterments, 
and extensions, less retirements, for 
the period January 1, 1903, to March 
31, 1932, is verifiable. The only re- 
liable estimates of prudent investment 
before us are the figures submitted by 
our engineers. We shall, therefore, 
accept the totals enumerated above, 
less the deduction of $3,090 for the 
Schreiber substation, as reflecting the 
prudent investment cost of the prop- 
erty, and shall so consider these fig- 
ures in our determination of fair 
value. 


Buchanan county power transmission 
property. 

The Commission’s engineers made 
no estimate of the investment cost of 
the Buchanan county property. This 
property was constructed very recent- 
ly, and our accountants were able to 
determine the recorded construction 
cost. This is shown.on the Buchanan 
county company’s books, on March 
31, 1932, to be $275,417.55, and is 
inclusive of $11,374.66 paid to Henry 
L. Doherty & Company as 5 per cent 
engineering fee, and $35,830.08 as the 
charge of Henry L. Doherty & Com- 
pany for “construction profit, securing 
contract, plus 10 per cent discount on 
notes.”” Our accountants were unable 
to verify the basis of the charges by 
Henry L. Doherty & Company for 
the cost of rendering the service cov- 
ered by the charges. 


III 
Cost of Reproduction 


[4] The Commission’s engineers 
inventoried all the property as of April 


1, 1932. Material prices and labor 
rates prevailing on or about the date 
of inventory were used in deriving 
the unit costs applicable to the inven- 
tory quantities. The appraisal sub- 
mitted by the Company, based upon 
an inventory of the property as of 
July 1, 1933, with material prices and 
labor rates prevailing at that time, is 
not, however, the result of an itemized 
pricing of the inventory but is an ap- 
proximation predicated on the judg- 
ment of the Company’s engineers as 
to the value of the items. The state- 
ment of the additions to and retire- 
ments from investment from April 1, 
1932, to June 30, 1933, inclusive, in- 
troduced by the Company during the 
hearing and designated as Exhibit No. 
53, was submitted to permit the ad- 
justment of the quantities in the 
Company’s appraisal and the Commis- 
sion’s engineers’ appraisal to the same 
inventory date. There was no evi- 
dence submitted that would permit the 
adjustment for differences in prices 
on the two dates of appraisal. 

A further adjustment in the ap- 
praisals was necessary in order to 
make a comparison between them. 
The Commission’s engineers’ figures, 
exclusive of overheads, do not con- 
tain any allowances for omissions and 
contingencies in the unit costs where- 
as the appraisal submitted by the 
Company’s engineers is based on the 
inclusion of the allowance for omis- 
sions and contingencies in the unit 
costs. It is, therefore, necessary to 
add the allowance of omissions and 
contingencies to the Commission’s 
engineers’ estimate in order to obtain 
figures comparable with those in the 
Company’s appraisal. Since the Com- 
pany’s engineers made no segregation 


123 14 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


between property used and useful and 
property not used in public service, 
and between the street railway and bus 
property group, we shall combine the 
estimates made by the Commission’s 
engineers to include the same items of 
property included in the estimate ‘of 
the Company’s engineers. The repro- 
duction cost of the Schreiber substa- 
tion, amounting to $2,794, should al- 
so be deducted. The following table 
shows the comparative figures of the 
cost of reproduction of the property 
inventoried on April 1, 1932, exclu- 
sive of land and overheads but includ- 
ing allowances for omissions and con- 
tingencies: [Table omitted. ] 

The transportation property listed 
above includes the Savannah interur- 
ban line, which may be considered as 
a separately operated unit. We may 
find it desirable at this time, or at 
some future date, to separate the in- 
terurban property from the transpor- 
tation property used in serving the 
city proper. We have, therefore, re- 
capitulated the estimates of the repro- 
duction cost of the facilities compris- 
ing the Savannah interurban line. 
The estimate of the Commission’s 
engineers is $441,837, and that of the 
Company’s engineers is $514,754. 
These are exclusive of general over- 
heads, materials and supplies, and 
cash working capital. 

A comparison of the two apprais- 
als, exclusive of land and general 
overheads indicates that there is ap- 
proximately a 6.7 per cent difference 
in the two appraisals of the electric 
property; approximately 7.5 per cent 
difference in the transportation prop- 
erty; and 5.0 per cent difference in the 
steam heat property. A part of this 
difference is no doubt attributable to 


the higher price level prevailing in 
July, 1933, as compared to that in 
April, 1932. Considering the fac 
that the Company’s appraisal was not 
based upon an itemized pricing of the 
inventory but rather on an average 
pricing of major items derived from 
construction records in the files of the 
Company’s appraisal engineers, we 
feel that the Commission’s engineers 
estimates give us a more reliable basis 
for determining the cost of reproduc. 
tion of the property, and we shall, 
therefore, base our findings on these 
estimates. 

A few corrections submitted by the 
Commission’s engineers on cross-ex- 
amination should be made in order to 
adjust the Commission’s engineers’ 
figures. There should be an addition 
of $4,165 on the pole account in the 
electric department and $184 in the 
railway department, as shown in Com- 
mission’s Exhibit No. 3, to change the 
pricing of the re-set poles on the prop- 
erty from secondhand prices to new 
prices. There should be included the 
cost of reproduction of an 11,000- 
gallon tank omitted in the Commis- 
sion’s engineers’ appraisal. The rec- 
ord does not show the cost of repro- 
duction of this tank. From informa- 
tion available in our engineering de- 
partment’s files, we find that the cost 
of reproduction of a tank of this type 
will approximate $1,000, depending 
on the thickness of the tank shell, the 
necessary excavation, etc. The effect 
on the appraisal is, however, negligible. 

[5] The Company also contended 
that the installation cost of equipment 
was, in a few cases, too low, and 
should be increased. The Commis- 
sion’s engineer testified, however, 
that in the particular cases mentioned 
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the cost of erection was based on quo- 
tations from the manufacturers for 
the installation of the equipment. We 
are of the opinion that an erection 
cost submitted by a manufacturer and 
included as part of the cost of equip- 
ment in place is a reliable estimate and 
should be given more weight than the 
Company’s estimate for erection based 
on the weight of the equipment. 

[6, 7] The Company also claimed 
that the cost of repaving the streets 
where the tracks have been abandoned 
but where busses are now being op- 
erated should be included as property 
used in public service. The Compa- 
ny’s contention is that the new pave- 
ment serves the same purpose in bus 
operation that the original track 
served in railway operation. 

We do not accept this theory. The 
streets were repaved either because of 
the requirements under the franchise 


or by agreement with the city when 
the city’s acquiescence in the abandon- 
ment of the track was requested. The 
Company does not have any proprie- 


tary right in the new pavement. We 
are of the opinion that the cost of pav- 
ing all streets where street railway 
service has been abandoned should not 
be included in property used in public 
service, irrespective of whether an- 
other type of transportation service 
was substituted for the abandoned 
service, The amount expended for 
the new paving should be charged to 
the depreciation reserve along with the 
estimated cost of the abandoned track. 
If the accumulations in the deprecia- 
tion reserve are insufficient to cover 
the property to be abandoned, that 
part for which no reserve has been 
accumulated is a loss to be borne by 
the investor. The exception to this 
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rule is that when a substitution of a 
new service for an old one is made, 
and the substitution results in a saving 
in operating expenses that is reflected 
in lower rates or improved service, the 
cost of the part of the property that 
was abandoned prior to the lapse of 
its entire life should be amortized over 
a reasonable period and the charge 
considered as an operating expense. 

In the instant case there was no re- 
duction in rates by reason of the aban- 
donments in question. The paving 
cost should therefore be charged to 
the depreciation reserve along with the 
track. If the reserve is insufficient to 
cover this the balance will have to be 
charged to surplus. 

[8] It was also contended that the 
feeder wires and rails used to serve 
Lake Contrary park should be trans- 
ferred from “nonused” to “used” 
property classification because the 
park receives its energy over these 
feeder wires and the rails are used as 
returns for the circuit. 

The Company’s contention should 
not be given much weight. The track 
accounts show a total reproduction 
cost of $42,000 and a cost of repro- 
duction less depreciation of $15,600. 
The poles, guys, and anchors have a 
reproduction cost of $1,207 and a 
cost of reproduction less deprecia- 
tion of $923, and the overhead 
wires and appurtenances that serve 
this line (Account 521) have a 
cost of reproduction of $3,859 
and a reproduction cost less de- 
preciation of $3,495. (The above 
costs do not include overheads.) The 
electrical distribution system of the 
Lake Contrary line, therefore, has a 
total cost of reproduction of $5,066 
and a cost of reproduction less de- 
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preciation of $4,418. A distribution 
system designed to serve the Lake 
Contrary property could be construct- 
ed for considerably less. It is quite 
obvious that there are no grounds to 
substantiate the Company’s conten- 
tion that the track, with its high cost, 
should be included in the property used 
in public service when its only service 
is that of a return for the electric cir- 
cuit. We will, therefore, allow only 
the cost of the overhead distribution 
system. 

[9] The Commission’s engineers 
classified four Green chain-grate stok- 
ers as “nonused” because they had 
not been completely installed and 
could not be used at the time of the 
appraisal. The Company included 


these stokers with the useful property 
on the theory that they may become 
necessarily useful at some future date 
if the price of oil or gas rises consid- 
erably and it becomes more economical 


to use coal. The Commission is of 
the opinion that the exclusion of the 
Green stokers was in line with the gen- 
eral practice of the Commission. 
These stokers have not been com- 
pletely installed, and, therefore, 
should not be considered as used and 
useful in public service. Their avail- 
ability at some future date does not 
justify their inclusion in the rate base 
if they are not usable at the time of 
the appraisal and if there is no evi- 
dence that they will become useful in 
the immediate future. 

[10] Another point of difference is 
the exclusion by the Commission’s en- 
gineers of the equipment assigned to 
the merchandising department. This 
was designated by the Commission’s 
engineers as not used in public serv- 
ice and assignable directly to mer- 
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chandising. The Company’s conten. 
tion is that the furniture and fixtures 
in this department would be necessary 
even if the Company did not carry on 
any merchandising activities because 
of the necessity of maintaining a mer. 
chandising department to stimulate 
and find new uses for electrical en. 
ergy. The items excluded have an ¢e- 
timated investment cost of $11,011,a 
cost of reproduction of $10,346, anda 
cost of reproduction less depreciation 
of $8,238. 

The fact that these facilities are be- 
ing used for merchandising cannot be 
escaped. The contention that the ex- 
penditure would still be necessary to 
stimulate new business can also be 
made in reference to other expendi- 
tures assigned to nonutility activities 
which may not actually disappear if 
the nonutility activity disappeared. 
We refer to the portion of the officers’ 
salaries, rent, bookkeeping, and super- 
visory costs which may not be de- 
creased if merchandising activities 
ceased. However, it is proper ac- 
counting practice and is an accepted 
procedure to assign a portion of these 
expenditures to merchandising. We 
are of the opinion, therefore, that the 
equipment used for merchandising 
should be excluded from property 
used and useful in public service. 

[11] The Company, at the hearing 
and in its brief, contended that the al- 
lowances made by the Commission's 
engineers for omissions and contir- 
gencies are entirely insufficient. The 
amounts allowed by the Commission’s 
engineers vary for the various ac- 
counts and are shown in Commis- 
sion’s Exhibit 5. The total allowance 
based on the cost of reproduction was 
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$105,235, which is equivalent to 2.614 
per cent of the cost of reproduction of 
the properties exclusive of lands 
owned in fee. The Company’s allow- 
ance for omissions and contingencies 
is not segregated but is included in 
the unit costs. A comparison of the 
two amounts, therefore, cannot be 
made. We are of the opinion, how- 
ever, that an allowance of 2.614 per 
cent of the cost of reproduction of the 
properties is adequate as it is more 
than this Commission has generally 
allowed in the past. On most electri- 
cal properties the Commission has 
found 2.04 per cent for omissions and 
contingencies to be adequate. The al- 
lowance for omissions and contingen- 
cies for the railway department 
amounted to 2.079 per cent of the 
cost of reproduction of that property 
exclusive of land owned in fee. The 
allowance for the steam heat depart- 
ment amounted to 1.27 per cent and 
for the bus department, 1.009 per cent. 
The allowance for this item for the 
railway department is below that for 
the electric department because a large 
part of the cost of the railway depart- 
ment consists of expenditures for 
transportation equipment where the 
possibility of omissions is much less 
than on construction items. The same 
reason holds in the bus department 
where practically all of the property 
consists of major items in which the 
element of omissions and contingen- 
cies is a small factor. The small al- 
lowance for omissions and contingen- 
cies for the steam heat department is 
explained by the fact that it was as- 
sumed that the entire distribution sys- 
tem would be constructed by a con- 
tractor, and that in his costs a provi- 
sion would be made for omissions and 


contingencies of construction. The al- 
lowance of 1.0 per cent on distribution 
mains is, therefore, to provide only 
for omissions in the inventory and to 
take care of hidden quantities The 
cost of the distribution mains of the 
steam heat system, being approxi- 
mately 80 per cent of the total cost of 
the steam heat properties, justifies the 
low composite allowance for this item. 


Street lighting equipment. 

[12] Under provisions of a contract 
with the city of St. Joseph, the Com- 
pany rebuilt the existing street light- 
ing system in St. Joseph in 1925 and 
constructed additions to and exten- 
sions of the system. The charges to 
fixed capital accounts on March 31, 
1932, for rebuilding and extending 
the street lighting system amounted 
to $116,818.08. The city agreed to 
pay the Company therefor $5,000 a 
year as rental, for twenty years, with 
the option to purchase the street light- 
ing distribution system at any time 
during the twenty years for $100,000 
less the rental which the city had paid 
to the Company prior to the time of 
exercising the option. Up to March 
31, 1932, payments aggregating $29,- 
166.67 had been made by the city, 
which payments have been credited to 
a suspense account. 

The Commission’s engineers esti- 
mated that the municipal street light- 
ing system has an estimated invest- 
ment cost of $120,711, a reproduction 
cost of $139,224, and a reproduction 
cost less depreciation of $119,061. 
The above are exclusive of overheads. 
The discrepancy between the estimat- 
ed investment and the fixed capital 
charges is no doubt accounted for by 
the fact that the latter represents only 
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the cost of rebuilding and extending 
the then existing lighting system. 

The Company’s appraisal (Exhibit 
34) does not segregate the municipal 
lighting system, nor is it feasible to 
determine the cost of reproduction nor 
the cost of reproduction less depreci- 
ation of this property from the Com- 
pany’s exhibit. 

The Commission’s accountants, in 
their report, state that if the lighting 
system is included in the rate base and 
the Company is permitted to earn a 
return thereon, the annual payments 
made by the city should be considered 
as rental and credited to operating 
revenues. If, however, the lighting 
system is excluded from the rate base, 
the cost should be included in a sus- 
pense account against which the an- 
nual payments should be credited. 

It is our opinion that the latter view 
is the more reasonable in this case. 
As a practical matter, the city is buy- 
ing the lighting system from the Com- 
pany on a deferred payment plan. 
Since the property will pass out of the 
rate base when the twenty payments 
have been completed, and since the 
city has the option to complete pay- 
ment at any time, the exclusion of the 
property from the rate base and the 
exclusion of the payments from rev- 
enue is equitable and we will so con- 
sider the matter in our finding. 


Buchanan county power transmission 
property. 

The Commission’s engineers esti- 
mated the cost of reproduction of the 
transmission property to be $141,785 
and the cost of reproduction less de- 
preciation to be $133,988. This is 


exclusive of general overheads. The 
Company’s engineers did not submit 
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any estimate of the reproduction cost 
of this transmission line. 


General Overheads 


[18] The Commission’s engineers 
varied the allowances for engineering 
and superintendence from 1 per cent 
on some accounts to 5 per cent on 
others. If we calculate composite per- 
centages on the cost of reproduction 
exclusive of land and general equip- 
ment they are 4.884 per cent on the 
electric properties, 4.229 per cent on 
the railway properties, 3.036 per cent 
on the steam heat properties, and 
1.983 per cent on the bus property. 
The material decrease in the composite 
allowance for engineering and superin- 
tendence on the bus and railway de- 
partments is again attributable to the 
fact that it was assumed that little en- 
gineering expenditures would be nec- 
essary in the design and construction 
of the rolling stock. The Company's 
engineers, in their appraisal, included 
5 per cent for engineering on all the 
electric equipment and all transporta- 
tion equipment, both electric cars and 
busses, exclusive of land and general 
equipment, and 2.5 per cent on the 
steam heating property. 

The Company contends that the 
amount of engineering and superin- 
tendence involved in the selection of 
equipment to meet the unusual prob- 
lems in St. Joseph occasioned by the 
steep grades and traffic conditions pe- 
culiar to this city justifies an allowance 
of 5 per cent for this undistributed 
cost. We cannot agree with the Com- 
pany’s contention that the amount to 
be expended for engineering on roll- 
ing stock, both in the electric railway 
department and the bus department, 
justifies an allowance, on a percentage 
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basis, equivalent to that necessary for 
the design of the balance of the sys- 
tem. We are, therefore, of the opin- 
ion that the Commission’s engineers 
were correct in their assumption that a 
smaller percentage for engineering 
and superintendence should be applied 
to the railway property. It does seem 
to us, however, that our engineers car- 
ried precision to an unnecessary re- 
finement in varying the allowance for 
engineering by accounts. 

We are of the opinion that allow- 
ances of 5 per cent on the electric 
property, 4.5 per cent on the railway 
property, 2.5 per cent on the steam 
heat property,-and 2 per cent on the 
bus property, on all items except land 
and general equipment are adequate 
and reasonable, and we will consider 
these in our determination of fair 
value. 

[14, 15] The Commission’s en- 
gineers and the Company’s engineers 
each assumed that the allowance for 
preliminary organization, legal and ad- 
ministrative, and miscellaneous expen- 
ditures would approximate 3 per cent 
on the basis of the cost of reproduc- 
tion. On the basis of the investment 
cost, the Commission’s engineers es- 
timated this allowance to be 2.5 per 
cent. The only difference in the treat- 
ment of this item by the Commis- 
sion’s engineers and the Company’s 
engineers is that the former did not 
apply this percentage to the items of 
land, engineering, and superintend- 
ence, and omissions and contingencies. 
Since this item is, of itself, a judg- 
ment figure, we can see no reason for 
applying it to other undistributed 
costs which are, in themselves, based 
on estimates. 

(16, 17] Taxes during construction 
[9] 
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were computed by the Commission’s 
engineers on the basis of the amount 
of taxes paid by the Company related 
to the assessed valuation and the in- 
vestment in property. The rate of 
taxation thus determined was then 
applied to the reproduction cost, ad- 
justment being made for the length 
of time that the various items of prop- 
erty would be under construction. 
This method resulted in composite al- 
lowances, based on all items except 
land and general overheads, as fol- 
lows: 


Reproduction 
Less 


Cost of 
Reproduction Depreciation 


Electric property ... 0.683% 0.681% 
Steam heat property. .510 507 
Railway property ... 521 
Bus property 062 065 
The Company’s engineers based 
their calculation of taxes on the rate 
paid by the Company in 1931. This 
rate was applied to the Company’s 
valuation, assuming construction uni- 
formly spread over a period of eight- 
een months. The assessed valuation 
did not enter into the calculations. 
The Company’s calculations resulted 
in an allowance for taxes of 0.92 per 
cent on all items including land and 
engineering and superintendence. 
The item of taxes during construc- 
tion is difficult to ascertain. It is a 
well-known fact that, as a matter of 
practice, very little taxes are actually 
paid during construction. Our en- 
gineers, in their study of the Compa- 
ny’s records to determine the invest- 
ment cost of the property, found no 
record of any taxes ever having been 
paid during the original construction. 
Theoretically, some taxes should ac- 
crue during the reconstruction of a 
property of this magnitude. We are 
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of the opinion that an allowance of 
0.75 per cent on all physical property 
is adequate to cover this item of undis- 
tributed cost during construction. 
Taxes should be included on land as 
well as on the structural items of 
property. 

[18, 19] The Commission’s en- 
gineers based their calculations of in- 
terest during construction on a 7 per 
cent rate, and assumed different con- 
struction periods for the various parts 
of the properties. Under this assump- 
tion interest was calculated for half 
of the period that each part of the 
property would be under construction. 
The resultant interest during con- 
struction based on all the properties, 
exclusive of land owned in fee, was 
4.845 per cent on the electric prop- 
erties, 3.531 per cent on the steam heat 
properties, 2,988 per cent on the rail- 
way properties, and .470 per cent on 
The above per- 


the bus properties. 
centages were based on the cost of 
reproduction and were calculated to 
include interest on the other general 


overheads. The composite percent- 
ages vary somewhat when calculated 
on the basis of the total cost of re- 
production less depreciation because 
the amount of accrued depreciation 
varies by accounts, and the percentage 
for interest also varies by accounts. 
The Company’s engineers assumed 
a rate of interest of 8 per cent and a 
construction period of one and one- 
half years, and based their interest cal- 
culation on the theory that the money 
would be used at a uniform rate dur- 
ing the entire construction period, and, 
therefore, that the total interest paid 
would be equivalent to the entire 
amount of money involved at 8 per 
cent for one half the construction pe- 
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riod. This results in the addition of 
6 per cent on the electric property, the 
construction period being one and one. 
half years, 4 per cent on the street 
railway, bus property, and steam heat. 
ing property, the construction periods 
being assumed as one year. 

Attorneys for the Company, in their 
brief, criticized our engineering de- 
partment for assuming one of the 
functions of the Commission in de- 
ciding that seven per cent was a fair 
return, and, therefore, using that rate 
as the rate of interest during con- 
struction. The record does not indi- 
cate that our engineering department 
assumed that 7 per cent was a fair 
rate of return, nor that the use of 7 
per cent as the rate of interest dur- 
ing construction was based on such an 
assumption. We note that such criti- 
cism may reasonably be directed 
against the engineers of the Con- 
pany, who used 8 per cent as the rate 
of interest during construction. 

We are of the opinion that in the 
construction of a property of this 
magnitude, assuming that there was 
necessity for the service because of 
the nonexistence of the utility, funds 
could be obtained without the payment 
of interest at a rate higher than 6 per 
cent, and we shall, therefore, assume 
that 6 per cent is a reasonable rate for 
interest during construction. We are 
of the opinion that our engineers in 
this matter, too, carried precision too 
far in assuming that the various units 
of property will be started at different 
times in order that they may be com- 
pleted at the time all the property went 
into service. We shall assume that 
the money is obtained uniformly over 
the construction period, and that the 
construction period is approximately 
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one and one-half years for the electric 
property, one year for steam heat and 
railway properties, respectively, and 
six months for the bus property. This 
results in an allowance of 4.5 per 
cent for the electric property, 3.0 per 
cent for the steam heat and railway 
properties, respectively, and 1.5 per 
cent for the bus property. These per- 
centages will be included in arriving 
at the general overheads. In the cal- 
culation, interest should be charged on 
engineering and preliminary expenses 
as well as on the materials and labor 
during construction. 

The Commission’s engineers esti- 
mated the general overheads on the 
Buchanan county power transmission 
line to be $17,421 on the basis of cost 
of reproduction and $16,697 on the 
basis of cost of reproduction less de- 
preciation. 


Reproduction Less Depreciation 


[20] The Commission’s engineers 
and the Company’s engineers sub- 
mitted estimates of the depreciation of 
property. These were determined by 
observation in the field and a study of 
the operation and maintenance of the 
property. The same basic theory was 
used by both groups of engineers in 
making the depreciation study, the 
only point of variance being that the 
Commission’s engineers depreciated 
line transformer installations and me- 
ter installations on the electric prop- 
erty and the Company’s engineers did 
not. The amount involved in these 
two accounts is practically negligible 
as the total is Jess than $2,500 when 
the proper allowance for omissions 
and contingencies is included. The 
Company’s contention is that meters 
and transformers are moved from 


place to place, and replacements of 
meters are made for purposes of test- 
ing and overhauling and the installa- 
tion costs charged to operation. The 
original labor cost is added to the cap- 
ital account, and, therefore, should 
not be depreciated. The Company 
further states that in accordance with 
the uniform classification of accounts 
prescribed by this Commission, only 
the materials account is affected when 
a change in meter or transformer in- 
stallation is made. 

Since the amount involved will 
hardly affect the rate base our com- 
ment on the Company’s contention 
here is, perhaps, purely academic. 
However, it seems reasonable to us 
that in arriving at the fair value of a 
property at a particular time the cost 
of installing transformers and meters 
should be depreciated to the same ex- 
tent that the meters and transformers 
are depreciated, because the purpose of 
the valuation is to determine the fair 
value of the property at the time of in- 
ventory. It seems obviously illogical 
to have a transformer in 25 per cent 
condition and the labor in 100 per cent 
condition on the same date. The en- 
gineers’ task is to determine the 
amount of depreciation existing at the 
time of the appraisal, and in such a 
determination the transformer instal- 
lation, being a part and parcel of the 
transformer in place, should be depre- 
ciated. 

[21] We wish to comment at this 
point on the methods used by the 
Commission’s engineers in determin- 
ing the accrued obsolescence in the 
street cars ; namely, that of comparing 
the cars with Birney type cars on the 
basis of cost per passenger seat. It 
seems to us that our engineers should 
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have found a more reasonable method 
of determining the obsolescence of the 
cars than by comparison with a 
smaller car of a different type designed 
to be used for different service than 
that for which the cars involved here 
are used. 

A comparison of the percentages 
representing the depreciated conditions 
of the various properties indicates, 
however, that there is not so wide dif- 
ference in the percentages found by 
the Commission’s engineers and those 
found by the Company’s engineers as 
to cause any concern. Comparing the 
same items of property and excluding 
land and all overheads, we find that 
the Commission’s engineers found the 
used and useful electric property to be 
in 88.5 per cent condition, whereas the 
Company found the same property to 
be in 90 per cent condition. The Com- 
mission’s engineers found the used 
and useful steam heat property to be 
in 81 per cent condition whereas the 
Company’s engineers found this prop- 
erty to be in 76.3 per cent condition. 
The Commission’s engineers segre- 
gated the electric transportation prop- 
erty into the part serving the city and 
that part serving the county, and also 
set up the bus department separately. 
They found the percentage reflecting 
the present condition of the used and 
useful electric railway property serv- 
ing the urban territory to be 78 per 
cent and that part of the used and 
useful electric railway property serv- 
ing the interurban territory to be 77 
per cent. The bus property was esti- 
mated to be in 84 per cent condition. 
The Company combined all the trans- 
portation properties serving the urban 
territory and estimated the per cent 
condition of both the electric railway 
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and bus property to be in 83.44 per 
cent condition. In this calculation, 
the resort property has been excluded, 
It may be noticed at this point that 
the high condition percentage found 
by the Company’s engineers may le 
attributed largely to the higher con. 
dition percentage placed by them on 
the street cars serving St. Joseph. The 
Company deducted practically nothing 
for obsolescence. The comparable 
composite percentage for the electric 
railway and bus lines serving St. Jo- 
seph, based on the Commission’s en- 
gineers’ calculations, indicates that the 
percentage reflecting the condition of 
the total urban transportation prop- 
erty is 78.4 per cent. 

Based on the evidence before us and 
taking into consideration all the ele- 
ments of depreciation, we are of the 
opinion that the percentages repre- 
senting the depreciated condition oi 
the various used and useful properties 
are as follows: 


Electric property 

Steam property 

City Electric Railway property 
Interurban Railway property 
Bus property 


[22] There is some difference of 
opinion between Commission’s en- 
gineers and the Company’s engineers 
as to the items of general overheads 
which are susceptible to depreciation. 
The Company contends that only en- 
gineering and superintendence should 
be depreciated while the Commission's 
engineers depreciated all items of 
overheads except preliminary organ- 
ization, legal, and administration ex- 
penses. It has been the practice of this 
Commission to depreciate all the gen- 
eral overheads. There is some logic 
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in the Company’s contention that cer- 
tain of the overheads should not be 
depreciated. It is quite obvious that 
preliminary organization, legal, and 
administrative expenses are incurred 
only at the inception of the project 
and are not retired when the physical 
edements of the property are retired. 
That item of overheads should, there- 
fore, remain undepreciated when de- 
termining the present value of the 
property. The other items, however, 
do attach themselves to the physical 
items of property and should be re- 
tired when the physical items of 
property go out of service. The 
amount of accrued depreciation in the 
labor and materials comprising a cer- 
tain portion of the property is, there- 
fore, also chargeable to the over- 
heads directly related to the labor and 
materials, such as engineering, omis- 
sions and contingencies, interest dur- 
ing construction, and taxes during 
construction. In the determination 
of the present fair value of the prop- 
erty we shall, ‘therefore, deduct for 
depreciation on all the general over- 
heads except preliminary organiza- 
tion, legal, and administrative ex- 
penses, 


Cost of Financing 


[23] The Company contends for an 
allowance of 4 per cent to cover the 
cost of financing, or, in other words, 
to pay for the cost of assembling the 
funds necessary for the construction 
of this property. Witness Hamilton, 
who made the estimate, differentiates 
between the cost of financing and bond 
discount, stating that the cost of 
financing is the amount which the 
Company sacrifices to the banker to 


cover the commissions to salesmen and 
a residual for banker’s profit. 

We can see no justification for the 
inclusion, as part of the rate base, of 
the cost of financing the project. The 
difference between the amount re- 
ceived for bonds and the par value, 
known as bond discount, includes the 
amount paid to the salesmen for sell- 
ing the securities and, as a practical 
matter, is treated as part of the in- 
terest on the bonds because it is amor- 
tized over the life of the bonds. We 
are of the opinion that the cost of 
financing, as treated by the company 
in this case, should be given considera- 
tion in arriving at the rate of return, 
but should not be included as part of 
the present value of the property. 
This view has been upheld by the Su- 
preme Court of the United States in 
a number of cases. Galveston Elec- 
tric Co. v. Galveston, 258 U. S. 388, 
397, 66 L. ed. 678, P.U.R.1922D, 
159, 42 S. Ct. 351; Denver Union 
Stock Yard Co. v. United States, 57 
F. (2d) 735, 748, P.U.R.1932C, 225; 
Wabash Valley Electric Co. v. Young, 
287 U. S. 488, 500, 77 L. ed. 447, 
P.U.R.1933A, 433, 53 S. Ct. 234; 
Los Angeles Gas & E. Corp. v. Cal- 
ifornia R. Commission, 289 U. S. 
287, 77 L. ed. 1180, P.U.R.1933C, 
229, 244, 53 S. Ct. 637. 


Cash Working Capital 


The Commission’s engineers sub- 
mitted estimates (Exhibit 6) of the 
cash working capital requirements of 
the various departments. The Com- 
pany introduced Exhibit 39 showing 
the estimates of its engineers of the 
cash working capital requirements. 
The comparative estimates are as fol- 
lows: 
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Commission’s Company’s 
Engineers’ Engineers’ 
Estimate Estimate 


Electric department .... $95,600 $140,495 
Transportation department 

Street railway $11,500 

Bus 3,650 


15,150 44,559 
8,700 8,727 
Included in the Commission’s en- 
gineers’ estimate for the electric de- 
partment is the sum of $15,000 as a 
cash buffer fund. The Company’s 
engineers included $60,000 for this 
item and $1,960 additional as reserve 
for injuries and damages. The Com- 
pany’s engineers also included $30,- 
000 as cash buffer fund, and $10,- 
524.15 as reserve for injuries and 
damages for the transportation depart- 
ment whereas the Commission’s en- 
gineers included only $5,500 for the 
buffer fund and did not set up any 
additional sum for reserve for inju- 
ries and damages. The estimates for 
the heating department are substan- 
tially in agreement, both groups of 
engineers assuming that $1,000 was 
adequate as a cash buffer fund. 

The Company contended, in sub- 
stantiation of its estimates of the cash 
buffer fund for the various depart- 
ments, that it has endeavored to main- 
tain a minimum cash balance of $90,- 
000 in the banks. There is no evi- 
dence, however, of the portion of this 
that is used for the merchandising ac- 
tivities of the Company. Nor has it 
been entirely explained why it is nec- 
essary to set aside more than $40,- 
000 for the transportation department 
for a buffer fund and to provide for 
the payment of claims for injuries 
and damages, when the Company col- 
lects all revenues at the time of the 
rendition of service and prior to the 
payment of the majority of operating 
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Heating department .... 


expenses. These revenues help to 
bolster the cash balances of the Com. 
pany. 

We are of the opinion, in view of 
the facts before us, that a reasonable 
and adequate allowance for cash 
working capital is $125,000 for the 
electric department, $25,000 for the 
transportation department, and $8,700 
for the steam heating department, and 
we will include the sums in our de- 
termination of fair value. 


Materials and Supplies 


The Commission’s and Company's 
engineers submitted estimates of the 
materials and supplies necessary for 
the operation of the properties. These 
are based on the current amounts on 
hand. The Commission’s engineers’ 
estimate is as of April 1, 1932, where- 
as the Company’s engineers’ estimate 
is as of July 1, 1933. They are as 
follows : 


Commission’s Company’s 


Department Engineers Engineers 


Electric 
Transportation 
3,910 

There was no dispute as to the ac- 
curacy of either of the two estimates. 
The differences are no doubt attribu- 
table to the fact that the inventories 
of materials and supplies were made 
at different times. Since we are ad- 
justing the inventories to the date of 
April 1, 1932, we will include the 
Commission’s engineers’ figures in our 
determination of fair value. 


Going Concern Value 
[24] The Commission’s engineers 
did not-submit any evidence of the go- 
ing concern value of the Company. 
The Company’s engineers included for 
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cing concern value the amount of 
$827,512 for the electric department, 
this being fifteen per cent of all items 
included in their inventory except cash 
working capital and materials and 
supplies ; $249,004 for the transpor- 
tation department, this being 5 per 
cent of all the items except cash work- 
ing capital and materials and supplies ; 
and $44,444 for the steam heating de- 
partment, this being 10 per cent of all 
the items with the same exceptions 
as above. 

Considerable testimony, originally 
introduced by F. C. Hamilton, of 
Henry L. Doherty & Company, in 
Case No. 5550; supra, and, by agree- 
ment of all parties interested in this 
proceeding, considered as part of the 
testimony here, purports to substan- 
tiate the Company’s estimates of this 
intangible element of value. How- 
ever, with all the theorizing on the 
cost of attaching business or training 
personnel, or any of the other ele- 
ments of going concern value, the 
witness uses arbitrary percentages in 
arriving at the amount to be included 
for going concern value. 

We see no necessity for making a 
separate determination of this intangi- 
ble element of value. The Supreme 
Court of the United States affirms 
the propriety of this action in a num- 
ber of cases. Los Angeles Gas & E. 
Corp. v. California R. Commission, 
supra; Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 78 L. ed. 1267, 
3 P.U.R.(N.S.) 279, 54 S. Ct. 647; 
Columbus Gas & Fuel Co. v. Ohio 
Pub. Utilities Commission (1934) 
292 U. S. 398, 78 L. ed. 1327, 4 
P.U.R.(N.S.) 152, 54 S. Ct. 763, 
91 A.L.R. 1403. In our determina- 


tion of the fair value of the various 
properties we shall consider them as 
operating facilities, the entire utility 
being considered as a going concern, 
and we shall make the proper allow- 
ance for this element of value. 


Fair Value 


[25] In arriving at the fair value of 
the properties we are considering ma- 
terial prices and labor rates effective 
at the time of the appraisal by the 
Commission’s engineers, and the fair 
values set out hereinafter are as of 
April 1, 1932, giving consideration, 
however, to probable future price 
changes as disclosed by the evidence. 
We have given careful consideration 
in arriving at these values to the fair 
market value of land, the estimated 
investment, cost of reproduction, and 
cost of reproduction less depreciation 
of the facilities used and useful in ren- 
dering the various utility services to 
the Company’s patrons, the proper al- 
lowances for general overheads, cash 
working capital, materials and sup- 
plies, and all intangible elements of 
value inherent in these properties, 
treated as a going concern with its 
business attached, necessary records 
and trained personnel, and we are of 
the opinion that the fair value of each 
property is as follows: 

Electric property 
Transportation property 


Steam heat property ...... 
Buchanan county transmission lines 


360,000 
160,000 
Anuual Depreciation Requirement 


The Commission’s engineers sub- 
mitted Exhibit 9, containing their es- 
timates of the annual depreciation re- 
quirements of the various departments 
of the Company. The engineers com- 
pared the net retirements of deprecia- 
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ble property for the period 1921 to 
1931, inclusive, with the estimated in- 
vestment in property on December 
31st of each year for that period to 
obtain the ratio of retirements to in- 
vestment. The percentages thus ob- 
tained, amounting to 1.05 per cent for 
the electric property, 4.63 per cent 
for the street railway property, and 
1.75 per cent for the steam heat de- 
partment were rounded out to 2 per 
cent, 5 per cent, and 2 per cent, re- 
spectively. The bus department was 
of too recent origin to enable the en- 
gineers to study its experience of re- 
tirements. The engineers assumed 
that 6 per cent annually would cover 
the retirement requirements of the bus 
property. The amounts estimated by 
the Commission’s engineers that 
should be set aside annually for de- 
preciation requirements are $90,800 
for the electric department, $164,500 
for the street railway department, 
$11,700 for the bus department, and 
$7,850 for the steam heat depart- 
ment. 

The Company’s engineers submit- 
ted Exhibit 35 setting out in detail 
their estimates of the annual deprecia- 
tion requirement for the various 
properties. These were determined by 
estimating the past useful life and 
probable future life of each major 
item of property, and then dividing 
this total estimated useful life into 
the reproduction cost less estimated 
salvage to obtain the amount to be 
set up annually to retire the property 
at the end of its useful life. The 
amounts estimated by the Company’s 
engineers are $180,113 for the electric 
department, $139,325 for the urban 
transportation lines, $13,521 for the 
interurban transportation lines, and 
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$17,444 for the steam heating depart. 
ment. 

[26] The Commission’s engineers 
estimate of the annual depreciation re. 
quirement for the electric department 
is, in our opinion, rather low. We 
have found in previous cases involy- 
ing electric properties comparable to 
this one that 3 per cent was a reason- 
able allowance for annual depreciation 
requirement. Based on the Commis. 
sion’s engineers’ estimate of the re- 
production cost of the electric prop- 
erty, this is approximately $135,000, 
We are of the opinion that this 
amount is adequate for the electric 
property. 

The estimate of the Commission's 
engineers for the annual depreciation 
requirement for the transportation 
property is somewhat higher than the 
estimate of the Company’s engineers, 
the former’s estimate being $176,200 
while the latter’s estimate is $152,846, 
The higher estimate of the Commis- 
sion’s engineers is attributable to the 
fact that they included in the total of 
retirements during the 11-year period 
of 1921 to 1931, inclusive, the prop- 
erty classified as nonused on the date 
of appraisal and property abandoned 
between the date of appraisal (April 
1, 1932) and January 1, 1933. These 
two items account for approximately 
one third of the retirements. If these 
are to be wholly or in part provided 
for under an amortization plan, the 
amount necessary for annual depre- 
ciation would be considerably less. 
We are of the opinion that $160,000 
for annual depreciation for all the 
transportation property is adequate. 

The estimates of the various en- 
gineers of the annual depreciation re- 
quirement for the steam heating de- 
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partment differ considerably, the com- 
pany’s estimate being more than twice 
that of the Commission’s engineers’ 
etimate. Company’s Exhibit 35 
shows estimates for annual replace- 
ment reserve requirements of $8,748 
for boiler plant equipment and $5,679 
for the distribution system. These 
estimates are, in our opinion, rather 
high. Commission’s engineers’ Ex- 
hibit 9 shows the average retirements 
during the period 1921 to 1931 to be 
less than $4,000 a year, and the maxi- 
mum net retirements to be $13,336. 
We are of the opinion, therefore, that 
an annual allowance of $10,000 a 
year for replacement reserve require- 
ment is adequate. 

The amounts shown above for an- 
nual depreciation requirement should 
be adjusted annually by adding 3 per 
cent of net additions to electric prop- 
erty, 5 per cent of net additions to 
transportation property and 3 per cent 
of net additions to steam heating 
property subsequent to April 1, 1932. 
This will effect the necessary adjust- 
ment by reason of the abandonment 
of certain properties and the provi- 
sion for their amortization. 

The Commission’s engineers also 
estimated the annual depreciation re- 
quirement of the Buchanan county 
transmission line to be $4,100. The 
Company’s engineers submitted no 
estimate for this item. We shail, 
therefore, accept our engineers’ esti- 
mate. 


Street Railway Abandonments 


[27] Subsequent to the filing of 
the Commission’s engineers’ appraisal, 
the Company received permission to 
substitute bus service for street car 
service over the Jules street line (Case 


No. 7976, Order issued March 29, 
1932) and the South park line (Case 
No. 8684, Order issued April 9, 
1934 [5 P.U.R.(N.S.) 253]). 

The track and special work of the 
Jules street line included in the Com- 
mission’s engineers’ appraisal are 
itemized in Exhibit 4, and have an 
estimated investment cost of $127,- 
480, a cost of reproduction of $134,- 
682, and a cost of reproduction less 
depreciation of $95,256. These 
amounts are exclusive of overheads. 
The Company did not include the 
Jules street line in its appraisal. The 
Company submitted Exhibit 36 show- 
ing its estimate, based on its ap- 
praisal, of the balance of the repro- 
duction cost new to be amortized be- 
cause of abandoned and unused prop- 
erty. The lines involved were the 
Hyde park, Jules street, Lake avenue, 
and Messannie street. According to 
the Company’s estimate, the total un- 
expired balance to be amortized for 
the above lines amounts to $185,126. 
This amount includes property aban- 
doned and property no longer used 
but not yet abandoned. At the time 
these lines were abandoned there was 
no request for any amortization of 
the unexpired life nor did the city 
indicate that it would acquiesce in 
this. We will, therefore, make no al- 
lowance for their amortization, but 
consider their loss one of the hazards 
of the business. 

The abandonment of the South 
park line did not come before the 
Commission until 1934 (Case No. 
8684, supra). In that case the Com- 
mission indicated that property that 
became nonused by reason of the sub- 
stitution of trolley busses for street 
cars would be considered in this valua- 
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tion case now before us. Exhibits and 
correspondence in Case No. 8684 
showed that, based on the Commis- 
sion’s engineers’ appraisal, the prop- 
erty had an estimated investment of 
$245,844, a reproduction cost of 
$288,460, and reproduction cost less 
depreciation of $216,789. Based on 
the Company’s engineers’ appraisal, 
the cost of reproduction was $308,- 
643, and the cost of reproduction less 
depreciation was $243,234. These 
estimates are exclusive of overheads. 
The unamortized balance was esti- 
mated by the Company’s engineers to 
be $180,011. This includes over- 


heads and repaving of streets where 
the tracks were removed. Based upon 
the Commission’s engineers’ estimates, 
the Commission found the unamor- 
tized balance to be not less than $157,- 
000, and granted permission to the 
Company to charge $15,700 a year for 


ten years to operating expenses. The 
Commission, however, realizing that 
the charge would actually be borne 
by the electric users because the street 
railway department is not even earn- 
ing depreciation requirements, indi- 
cated its hesitancy in doing this, and 
stated that this charge would be per- 
mitted only so long as it would not 
result in a burden on the electric con- 
sumers. 

In recent cases (Nos. 8683, 9090, 
and 9091, issued April 3, 1936 [13 
P.U.R.(N.S.) 173]) involving addi- 
tional substitutions of bus and trol- 
ley car service for electric railway 
service in St. Joseph, the Commission 
again discussed the propriety of per- 
mitting the amortization of the aban- 
doned property and charging same to 
the operating expenses of the com- 
bined electric and street railway facil- 
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ities. The Company submitted copies 
of ordinances passed by the city of St 
Joseph in 1912 and 1915 which indi. 
cated that the city considered the 
street railway utilities and other util. 
ity operations of the Company as, 
unit when it required the Company to 
pay to the city annually one half of 
1 per cent per annum of the gross 
receipts derived from the operation of 
the system of street railways and all 
other kinds of business (italics ours) 
for a period of three years, and there. 
after one per cent of the gross reve. 
nue. The Commission also consid- 
ered the resolution of the city coun- 
cil requesting that this Commission 
grant the abandonment of certain 
street railway lines and the substitu 
tion therefor of bus service, and per- 
mit the Company to charge the u- 
expired balance in the value of the 
abandoned property as an operating 
charge to the combined utilities. The 
Commission, after discussing the is- 
sues in those cases (8683, 9090, 9091, 
supra), concluded that the amortiza- 
tion of the unexpired balances was 
justified and granted the Company 
permission to charge annually for a 
period of ten years as operating ex- 
penses the sum of $40,711. 

Since the Commission, in the cases 
mentioned hereinbefore, has already 
granted the Company permission to 
charge as operating expenses the vari- 
ous sums set out, we should consider 
these additional operating expenses in 
determining the net revenue available 
for return. The amount thus far al- 
lowed as amortization charges totals 
$56,411 annually. We are of the 
opinion, however, that the Company 
should file with the Commission at 
the end of each year a statement show- 
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er util. deductions for abandoned property Commission’s accountants eliminated 
y as fee £ be made, as prescribed in our the management fee of 1.75 per cent 
any to miform system of accounts, to enable of gross revenues paid Henry L. 
ralf of iam te Commission to determine whether Doherty & Company for the reason 
+ gross the consumers of electricity in St. that they were unable to. determine 
tion of a Joseph. are being unreasonably bur- from the records in St. Joseph wheth- 


and all 


dened by reason of this amortization 


er the amount of the fee represents 





; ours) a TEE: _The statement showing the the actual cost of services rendered to 
| tebe. unamortized balances charged to Ac- the St. Joseph Company. These fees 
s reve. Ma count 419 should be in sufficient detail are paid to Henry L. Doherty & Com- 
consid. a Permit the Commission’s staffs to pany as fiscal agents for Cities Serv- 
ae verify the charges. ice Company and deposited in Cities 
nission MM Operating Reve le ae a Service Company account. 
odaads pera 7 cuennes p In addition to the management fee 
shetite. Commission’s accountants made an hereinbefore mentioned, the manage- 
ad per- audit of the operating revenues and ment company renders bills and makes 
he un Mg openses for the year ended Decem- collections from the operating com- 
of the Met 31, 1931, and three months ended panies for the services of its employees 
erating March 31, 1932. Commission's ac- while engaged on the properties of 
The gg ountants made certain adjustments the operating companies, and monthly 
the is Mo! the operating revenues and ex- bills are then rendered against Cities 
| ogi mmpenses. The adjusted figures for the Service Company by Henry L. 
de year ended December 31, 1931, are Doherty & Company for the total 
os was town in Commission’s Exhibit 11, amount of its administration ex- 
mpany and are as follows: pense, less the amounts collected for 
- fora Net Operat- 
ng ex- Gpneting ing Revenues 
xpenses Available for 
Operating (Exclusive of Depreciation 
e cases Revenues Depreciation) and Return 
Electric department $1,921,007.88 $902,862.49 $1,018,145.39 
already Pi Transportation department 572,936.75 532,351.61 40,585.14 
sion to Mesteam heat department 104,489.70 64,316.34 40,173.36 
adoid WE. creccinneesenes sedanpekagon $2,598,434.33 $1,499,530.44 $1,098,903.89 
— [28] The Company objected to the services of its employees while 
vailable "in adjustments that Commis- engaged on the properties of the op- 
far al goo" S accountants had made to oper- erating companies. 
totals MEMS expenses and at the hearing in Witnesses Semrad, Harrington, 
of the his case introduced their Exhibit 56 and Hamilton testified at length con- 
mpany which sets forth in detail the various cerning the services rendered to the 
ion at ems to which they objected. Like- operating companies by this manage- 
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illustrative thereof. Witness Hamil- 
ton also introduced an exhibit show- 
ing the administration revenues and 
expenses of the Cities Service Com- 
pany for the years 1921 to 1930, in- 
clusive. This statement shows that 
the administration expenses exceeded 
the revenues from collections of fees 
in the amount of $1,768,440.26. No 
evidence was introduced whereby we 
could determine that the administra- 
tion expenses were just and proper 
and could be considered a proper 
charge to the operating expenses of 
the subsidiary companies. 

This Commission has already ex- 
pressed itself concerning fees paid by 
management companies. In some 
cases they have been allowed, but only 
when sufficient evidence has been in- 
troduced to show that the charge was 
a reasonable one for the services ren- 
dered and that there were no profits 
accruing to the management company 
from the collection of fees. 

In this case we have nothing before 
us except the statement of witness 
Hamilton that the administration ex- 
penses of the Cities Service Company 
exceeded the revenues from collec- 
tions of fees in the amount of $1,- 
768,440.26 for the years 1921 to 
1930, inclusive, and as no evidence 
was introduced whereby we could de- 
termine that the administration ex- 
penses of the Cities Service Company 
were just and proper, we will not al- 
low the payment of this management 
fee as a proper charge to operating 
expenses. 

[29] Employees’ bonus and benefit 
payments under employee subscription 
tlan ($14,796.32). Under this plan, 
employees of the St. Joseph Railway, 
Light, Heat and Power Company 


14 P.U.R.(N.S.) 


were permitted to purchase from 
Henry L. Doherty & Company certain 
securities of Cities Service Company 
and to make payments therefor jp 
equal monthly instalments over a 5. 
year period. These purchases were 
made under subscription agreement 
which provided, among other details, 
that subscribing employees would be 
charged interest at 5 per cent on all 
unpaid balances and would be credited 
with interest or dividends on all unde. 
livered securities. 

The subscription agreements pro- 
vided that at the end of five years 
from the dates of the subscription a 
bonus would be paid to all subscrib 
ing employees remaining in the sery- 
ice who had fully paid their subscrip- 
tion and who had not disposed of 
their securities (unless excused by 
Henry L. Doherty & Company), the 
said bonus to be paid in preferred 
stock of Cities Service Company in 
an amount at market prices then pre- 
vailing equal to 25 per cent of the 
employees’ subscriptions. The sub- 
scription agreements further provid- 
ed that in the event of the permanent 
disability or death of a subscribing 
employee (if he was an employee at 
the time of permanent disability or 
death and his account was in good 
standing) his subscription was to be 
considered as fully paid up, and that 
the securities subscribed for were to 
be delivered to such employee or his 
beneficiary, together with a propor- 
tionate share of the 25 per cent pre- 
ferred stock bonus. 

Various employees of this Company 
subscribed to the purchase of Cities 
Service securities under this subscrip- 
tion plan and in order to provide 
funds for the payment of the pre- 
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ferred stock bonus, the St. Joseph 
Company has made monthly cash pay- 
ments to Henry L. Doherty and Com- 
pany equal to 25 per cent of the 
monthly instalments paid by the em- 
ployees under this subscription plan. 
The St. Joseph Company has also re- 
jmbursed Henry L. Doherty & Com- 
pany for disability and death benefit 
payments made to St. Joseph Com- 
pany employees by Henry L. Doherty 
& Company under the subscription 
agreements. 

The amounts so paid by the St. 
Joseph Company have been included 
in operating expenses, but were ex- 
cuded by Commission accountants in 
their audit. 

In our opinion bonus and benefit 
payments made to employees to pro- 
mote efficiency and prevent frequent 
turn-over are properly chargeable to 
operating expenses, but in this case 
these payments are contingent upon 
purchase by the employees of Cities 
Service securities and not upon the 
length of service or the efficiency of 
an employee. 


We will, therefore, not allow these 
payments as a proper charge to oper- 
ating expenses. 


[30, 31] Contributions, dues, and 
donations ($10,460.65). Commis- 
sion’s accountants eliminated from 
operating expenses payments made by 
the Company for contributions, dues, 
and donations. The Company con- 
tends that these payments constitute 
a properly allowable operating charge 
and at the hearing in this case intro- 
duced an exhibit wherein they classi- 
fied expenditures of this nature as fol- 
lows : 


141 


Contributions producing direct reve- 
e $1,575.00 


5,104.50 
2,581.31 


tary tay 
Contributions producing indirect 


revenue 

Miscellaneous donations 

Dues paid account of executives 
and department heads 


These expenses, in our opinion, are 
not properly chargeable to operating 
expenses. The activities for which 
these expenditures were made were 
for the most part participated in by 
the industries and people of St. Joseph 
at large. We recognize the conten- 
tion that donations to and member- 
ships in community and civic organ- 
izations are made for the purpose of 
bringing good will to the Company 
and strengthening the position of the 
Company in a community, and such 
being the case, certainly these ex- 
penses should be borne by the stock- 
holders of the Company and not by 
the consumer public. 

We will, therefore, not allow these 
expenses as a charge to operating ex- 
penses. 

[32] Rate case expenses. Commis- 
sion accountants estimated the rate 
case expense to be $110,677.13. Com- 
pany’s Exhibit 56, presented at the 
hearing in this case, shows actual ex- 
penditures to be $125.361.42. There 
will be additional expenses incurred 
by the Company for the services of 
its engineers and the costs of attend- 
ing the hearings. No evidence was 
introduced to show what these addi- 
tional expenses would amount to, but 
the Company should be allowed to 
include a portion of this additional 
expense in operating expenses when 
the final costs are determined. At this 
time we will include an additional 

14 P.U.R.(N.S.) 
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sum of $14,684.29 which we will 
amortize over a 10-year period and 
apportion to the various departments 
on the same basis as that used by 
Commission accountants. We will in- 
crease operating expenses of the va- 
rious departments as follows: 
Electric department 


Railway department 
Steam heat department 


[33] The Company has called our 
attention to the methods used by Com- 
mission accountants in apportioning 
these expenses and general expenses to 
the various departments and recom- 
mended that the gross revenues of 
each department be used as a basis for 
apportionment instead of the basis 
used by Commission accountants, i. e., 
located expenses. 

Commission accountants have in 
most cases used located expenses of 
the various departments for appor- 
tionment of expenses of this kind on 
the theory that the actual costs of 
operation are what the officers super- 
vise, whereas the Company contends 
that the gross revenues should be 
used on the theory that expenses of 
this nature are dependent upon the 
ability of each department to produce 
revenues. 

Since the gross revenues are de- 
pendent upon the rates to a certain 
extent, it does not seem logical to us 
that this would have any effect on 
the cost of operation unless it would 
be that the officers would make an 
extra effort and devote more time to 
the department that is not earning 
what in their opinion is the proper 
amount of revenues to make it self- 
supporting. 

14 P.U.R.(N.S.) 


. We will, therefore, accept Com. 
mission accountants’ basis for appor. 
tionment of the various expenses here. 
inbefore mentioned. 

Federal income tax. Commission 
accountants included in operating ex. 
penses $20,746.05 as Federal incom 
taxes. This was based on the return 
which the Company had filed for the 
year 1931. At the hearing in this 
case witness Harrington testified that 
the Federal government had made a 
deficiency assessment against the 1931 
income of the Company amounting to 
$24,985.40. On cross-examination by 
Chief Accountant Ross he testified 
that the Company had accepted and 
paid this deficiency assessment. 

As all net income on which this tax 
is paid was produced by the electric 
department, we will increase operat- 
ing expenses of the electric depart- 
ment in the amount of $24,985.40. 

Model electrical home organiz- 
tion cost ($1,912.35). During the 
year 1931 the Company equipped a 
model. electrical home for the pur- 
pose of demonstrating to the public 
the use of various electrical household 
equipment. Commission accountants 
amortized this cost over a 5-year pe- 
riod and allowed the sum of $382.47 
as a proper operating expense for the 
year 1931. 

During the year 1932 this home 
was discontinued and the Company 
now feels that the amount of $1; 
912.35 should stand as an operating 
expense for the year 1931 or be pro 
rated between 1931 and 1932. 

As we are attempting to make rates 
for the future we cannot agree with 
this theory because of the fact that 
it is a nonrecurring expense and if 
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properly treated the amount of 
$382.47 should be entirely eliminated. 

However, as the amount involved 
js too small to have any effect on the 
net income of the Company we will 
make no adjustment. 

[34] Reallocation of expenses to 
merchandise operations. Commission 
accountants eliminated from new busi- 
ness expenses certain items which they 
considered were strictly expenses in- 
curred in connection with merchan- 
dising operations. The items and 
amounts are shown on pages 57 and 
58 of Commission’s Exhibit 11. 
Commission accountants also charged 
aportion of the commercial and gen- 
eral and miscellaneous expenses to 
merchandise operations on the theory 
that this department is separate and 
apart from the electric department 
and should stand its proportionate 
part of the expenses that are common 
to all departments of the Company. 

At the hearing in this case the 
Company introduced its Exhibit 56 
which shows the proposed basis for 
apportioning the expenses between 
new business and merchandise opera- 
tions. 

The Company in making its appor- 
tionment proceeds on the theory that 
its officers should be entitled to charge 
to new business expenses such items 
as in their judgment it would be nec- 
essary for the Company to expend if 
it were debarred entirely from mer- 
chandising activities. 

No evidence was introduced by the 
Company to show that Commission 
accountants had erred in making their 
apportionments to the merchandising 
department. The only evidence we 
have before us is the exhibit intro- 
duced by witnesses for the Company 
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showing what in their opinion is prop- 
erly chargeable to merchandising op- 
erations. Some of these apportion- 
ments are on an arbitrary basis while 
others are based on the theory that 
if they ceased selling merchandise the 
expenses would still exist and would 
be borne by the electric department. 

Since these conditions do not exist 
and we must deal with facts, we will 
accept the apportionments made by 
Commission’s accountants and make 
no adjustment of the charges made to 
the merchandise department by Com- 
mission’s accountants. 

[35] Transfers from depreciation 
reserve. The Commission’s account- 
ants, in Exhibit 11, point out that the 
Company has, on four occasions, and 
without permission of the Commis- 
sion, transferred sums amounting to 
a total of $1,259,823.34 from the de- 
preciation reserve fund to “surplus,” 
or to an account entitled “special sur- 
plus reserve.” Of this sum, $800,000 
was transferred to the “special sur- 
plus reserve” and the balance, or 
$459,823.34, to “surplus.” The 
amounts transferred to surplus were 
to some extent used by the Company 
for the payment of preferred stock 
dividends. The amount transferred 
to the special surplus reserve is still 
intact, no distributions or dividends 
having been made out of it. 

The Commission, in a recent case 
(Case No. 5550, supra) involving 
another property controlled by the 
holding company that controls the St. 
Joseph Company, severely criticized 
this practice, and ordered the Com- 
pany to make the proper accounting 
entries to reinstate to the deprecia- 
tion reserve the sums thus transferred. 
The Commission is of the opinion that 
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this practice should not be permitted, 
and will require the Company to 
make the proper entries to transfer 
this sum of $1,259,823.34 to the de- 
preciation reserve. 


Rate of Return 


[36] The Company’s witnesses tes- 
tified that, in their opinion, the Com- 
pany should be allowed a return of 8 
per cent on its property in order to 
maintain its financial position. In 
recent cases the Commission has 
found that a return of 63 per cent is 
fair and reasonable. We see no un- 
usual conditions existing in St. Joseph 
that would justify a greater rate of 
return and we are of the opinion that 
a 6} per cent return on this property 
is fair and reasonable. 

Our accountants have reported that 
the revenues available for deprecia- 
tion and return of the electric depart- 
ment for the year ended December 31, 
1931, amounted to $1,018,145.39. 
We have found, however, that there 
should be additional deductions for 
operating expenses amounting to 
$900.59 for additional rate case ex- 
pense, and $24,985.40 for Federal in- 
come tax. This results in a decrease 
of the revenue available for deprecia- 
tion and return to $992,259.40. 

The amount available for deprecia- 
tion and return for the transporta- 
tion property for the year ended De- 
cember 31, 1931, was reported by our 
accountants to be $40,585.14. This 
is subject to a deduction of $503.08 
by reason of increase in operating ex- 
penses to cover additional rate case 
expenses as discussed hereinbefore. 
The net available is, therefore, $40,- 
082.06. 

[87] We have, previously in this 


report, discussed the propriety of com. 
bining the electrical and transporta. 
tion departments for the purpose of 
determining the reasonableness of the 
rates. We are aware of the sugges. 
tions of the city that the amortization 
of certain railway property be charged 
against the combined properties in 
order to obtain improved transporta- 
tion facilities for the patrons in St. 
Joseph. We are also cognizant of the 
position of the city, expressed through 
its counsel at the hearing, that the 
city will not contest the combining 
of the street railway department and 
the electric department for the pur- 
pose of determining the reasonable. 
ness of the rates. 

The consumers of electricity in St. 
Joseph, it may be admitted, derive 
certain benefits from the continued 
operation of a mass _ transportation 
system which may justify their being 
charged with the deficit in operating 
expenses of the electric railway sys- 
tem. By assuming this deficit the 
consumers of electricity are already 
paying for the continued maintenance 
of the property and the restoration to 
the investors of the value of unex- 
pired service life of the supplanted 
facilities. These consumers of elec- 
tricity should not, however, be com- 
pelled to pay electric rates sufficient 
to pay a return on the railway prop- 
erty as well as the electric property. 
We shall, therefore, combine the 
amounts available for depreciation 
and return from the electrical depart- 
ment, amounting to $992,259.40, 
and the transportation department, 
amounting to $40,082.06, or a total of 
$1,032,341.46, only for the purpose 
of deducting therefrom annual de- 
preciation requirements of both de 
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partments and the amortization 
charges for the abandoned street rail- 
way facilities. These total $351,411, 
which, when deducted from $1,032,- 
341.46, gives $680,930 for return. 

The Commission’s engineering de- 
partment submitted Exhibit 8 show- 
ing an apportionment of the power 
plant between the electric, steam heat, 
and street railway departments. The 
Company assigns part of the cost of 
generating steam to the steam heat de- 
partment on the basis of the number 
of pounds of steam taken by it to 
serve the steam heating consumers. 
This cost includes only production ex- 
penses and makes no provision for 
depreciation or return on the portion 
of the boiler plant and appurtenances 
necessary to generate the steam for 
the heating department. The alloca- 
tion in Exhibit 8 is based on the as- 
sumption that jointly used structures 
and boiler plant equipment should be 
apportioned on the basis of 25 per 
cent to the steam heat department and 
75 per cent to the electric and railway 
departments, and that certain miscel- 
laneous equipment should be appor- 
tioned on the basis of 10 per cent to 
the steam heat department and 90 per 
cent to the electric and railway de- 
partments. The details of this ap- 
portionment are shown on page 10 of 
Exhibit 8. In accordance with this 
exhibit the amounts assignable to the 
steam heat department are $239,639 
on the basis of estimated investment, 
$248,243 on the basis of cost of re- 
production, and $220,237 on the basis 
of cost of reproduction less deprecia- 
tion. These amounts are exclusive 
of general overheads. General over- 
heads approximate 12 per cent. If 
the allowance for general overheads 
[10] 


is added, the estimated investment in 
the boiler plant assignable to the steam 
heat department would be approxi- 
mately $268,000, the reproduction 
cost would be approximately $278,- 
000, and the reproduction cost less 
depreciation would be approximately 
$247,000. 

The relative use of the boiler plant 
by the different departments varies 
considerably from year to year and 
during seasons of each year. Any al- 
location should, therefore, serve as 
a guide in the determination of the 
reasonableness of the rates rather than 
as an actual assignment of property 
to the different departments. A more 
satisfactory method would be to de- 
termine a reasonable charge per thou- 
sand pounds of steam and credit the 
electrical department and charge the 
steam heat department at that rate 
for the steam used. The boiler plant 
would then be considered as one unit. 

However, since the charge to the 
steam heat department was based on 
production costs only, an adjustment 
should be made, in arriving at the 
excess earnings of the electrical de- 
partment, to compensate for the use 
of the boiler plant equipment by the 
steam heat department. In calculat- 
ing the amount necessary to yield a 
fair return on the property used in 
serving the consumers of electricity 
we shall deduct $250,000 from the 
fair value of the electric department 
hereinbefore shown in this report. 
However, we shall not disturb the 
findings of the fair value of the prop- 
erty used and useful in serving the 
various departments. 

No allocation will be made between 
the electrical and railway departments, 
but the charge for electricity for rail- 
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way use should include carrying 
charges of the boiler equipment. 

Since the electric department is al- 
ready being charged with part of the 
depreciation and amortization charges 
of the railway department the balance 
available for return on the combined 
property should be considered as being 
derived from the electrical department 
only, and any excess over the amount 
necessary to yield a fair return on the 
fair value of the electric property 
should be the basis for a rate adjust- 
ment to the users of electricity. 

The property used and useful in 
serving the consumers of electricity 
in St. Joseph has a fair value of $4,- 
600,000. From this amount there 
should be a deduction of $250,000 
representing the fair value of the 
steam boiler plant used in serving the 
steam heating customers. The elec- 
tric consumers should, therefore, pay 
a return of 6} per cent on $4,350,000, 
or the sum of $282,750 per annum. 
The Company’s revenues for 1931, as 
shown above, yielded a net return of 
$680,930. This exceeds the amount 
necessary to yield a fair return on the 
property used and useful to serve the 
electrical consumers by $398,180. Re- 
visions in the electric rates in St. 
Joseph have been made since the date 
of the audit. One reduction, approx- 
imating $13,800 a year, was effective 
July 1, 1935, and another estimated 
to amount to $48,000 annually be- 
came effective December 15, 1935. 

The Commission is of the opinion 
that the Company should reduce its 
electric rates as indicated above to 
yield not more than 64 per cent on 
the fair value of the property used and 
useful in serving electric consumers. 
The schedules should be filed within 
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sixty days from the effective date of 
this order. 

The city calls attention to the pres. 
ent rate in force in St. Joseph where. 
in the Company charges each domes. 
tic customer the sum of 75 cents, re. 
gardless of the amount of electricity 
used, in addition to the charge based 
on the number of kilowatt hours used, 
The city, in its brief, asserts that this 
charge was not justified as a ready. 
to-serve or a minimum charge, but is 
an arbitrary addition. 

There is no evidence in the record 
that would enable us to determine the 
basis of this charge. It is, however, 
a part of the rate structure, and the 
sums thus received become part of 
the total revenue from electric users, 
and compensate the Company for the 
use of the meters, for reading the 
meters, and other expenses, The rate- 
payer, however, feels that he gets 
nothing for this 75 cents. The crit- 
icism of the service charge is the 
psychological effect upon the con- 
sumers. We would suggest, there- 
fore, that when the Company files its 
new schedule of rates the rate struc- 
ture be altered to include, instead of 
the service charge, a minimum charge 
permitting the consumer the use of a 
specific number of kilowatt hours. 
We are of the opinion, however, that 
our order should not specifically re- 
quire this type of rate structure. We 
find in practice that it is advisable that 
rate structures be handled through 
conference with our rate department, 
rather than through directive orders. 

[38] The electric railway depart- 
ment, as stated previously in this re- 
port, is not earning its depreciation 
requirement. There can be no down- 
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ward adjustment in the street rail- 
way fares. An increase in the rates 
is not advisable as this would only 
tend to decrease the number of street 
car riders. 

[39] The revenues from the steam 
heating consumers are not sufficient 
to yield a fair return on the fair value 
of the property ‘used and useful in 
serving these consumers. In deter- 
mining the amount of used and useful 
property the additional $250,000 of 
boiler plant should be considered. No 
downward adjustment in the rates is, 
therefore, justified at this time. 

Our accountants’ audit of the op- 
erations of the Buchanan Company, 


submitted in this case as Exhibit 12, 
indicates that the Company’s earnings 
prior to its absorption by the St. 
Joseph Company averaged $32,589 a 
year for depreciation and return. 
This is enough to yield the Company 
a fair return on the value of transmis- 
sion lines. The Buchanan county 
transmission lines are now a part of 
the St. Joseph Company, and the op- 
erating expenses of these lines are 
also a part of the operating expenses 
of the Company, and will be so con- 
sidered in the adjustment of rates. 

An appropriate order in conform- 
ance with the above conclusions will 
issue. 





CONNECTICUT SUPERIOR COURT, LITCHFIELD COUNTY 


Bertha N. Steele 


Clinton Electric Light & Power Company 


[No. 8731.] 


Rates, § 256 — Schedules — Rule of application. 
1. A procedure which a public utility company has applied and enforced 
and has attempted to apply to a particular customer in connection with the 
charging of monthly minimum charges for premises normally occupied 
seasonally, although not shown in evidence to be a rule of the ission 
and although disclaimed by the utility company as its own rule, has the 
force and effect of a rule, p. 149. 

Rates, § 81 — Commission jurisdiction — Application of rule. 
2. The matter of correctly applying a rule covering the application of mini- 
mum monthly charges for premises normally occupied seasonally is within 
the provisions and purport of General Statutes, 4 3598, providing for a 
ruling by the Public Utilities Commission upon unreasonable failure to 
furnish service at reasonable rates, p. 149. 

Rates, § 7 — Jurisdiction of courts — Conflicting powers of Commission. 
3. The Commission must first pass upon a question relating to alleged un- 
reasonable failure of a public utility company to furnish service at reason- 
able rates before the courts take jurisdiction, p. 149. 
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Rates, § 5 — Application of statute — Prospective or existing customer. 
4. General Statutes, § 3598, providing for a ruling by the Public Utilitie, 
Commission upon unreasonable failure to furnish service at reasonable 
rates, is not restricted in its application to prospective customers as djs. 
tinguished from existing ones, p. 149. 


Damages, § 1 — Premature demand — Failure to appeal to Commission — 


Service denial. 


5. A customer’s claim for damages when predicated upon the refys 
of a public utility company to furnish service at proper rates should le 
dismissed when the customer has not first made application to the Com. 
mission for relief under the statute, p. 149. 


Injunction, § 11 — Premature application — Service denial. 


6. An application by a customer for an injunction to prevent a public utility 
company from refusing service must be denied when the customer has not 
first made application to the Commission for relief under the statute, p, 


149. 


[May 25, 1936.] 


S uit for damages and for injunction against electric company 
for refusal to furnish service; judgment for defendant on 
complaint and for plaintiff on counterclaim for vexatious suit. 


DIcKENSON, J.: On May 3, 1935, 
the plaintiff’s son and agent wrote the 
defendant (Plaintiff's Ex. E) re- 
questing that electricity be turned on 
at the plaintiff's cottage the following 
morning stating “my mother is not 
available to sign your application at 
the present time. I can state for her 
that she will pay all proper charges as 
authorized by the Public Utilities and 
will abide by all rules and regulations 
properly made by you.” Upon receipt 
of this letter the defendant the follow- 
ing day installed a meter and com- 
menced service. On May 7, 1935, 
the defendant sent the plaintiff a bill 
for $5 stated to be minimum charges 
for the preceding four months and 
the instant one of May. This the 
plaintiff refused to pay forwarding a 
check for $1 for the month of May. 
In a letter (Plaintiff's Ex. G) dated 
May 18, 1935, the plaintiff states 
through her son and attorney “There 
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is no question but that you are enti- 
tled to the minimum charge for the 
month of May, 1935.” 

It appears, then, the plaintiff recog- 
nizes the right of the defendant to 
date its charges from the first of the 
month in which service is commenced 
but not from the first of the year in 
any year in which it is commenced. 

In his letter of May 3rd the plain- 
tiff’s agent asked for service on “plan 
No. 1” of the defendant. Plan or rate 
No. 1 was a straight meter rate at 13 
cents per kilowatt hour with a mini- 
mum charge of “$1 per month for 
each month of the year.” This the 
defendant interprets as a calendar year 
beginning the first day of January pre- 
ceding the date service is commenced. 
Upon notice of the objection of the 
plaintiff to the inclusion of the months 
of January, February, March, and 
April in the bill the defendant wrote 
the plaintiff (Plaintiff's Ex. J) June 
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6, 1934, that the only way she could 
avoid payment for these months was 
by using the “so-called seasonal rate,” 
which according to the defendant’s 
letter (Plaintiff’s Ex. L) called for “a 
payment of $9 plus a flat and area 
charge per month, plus current at the 
rate of 5 cents, 4 cents and 3 cents 
yer kilowatt hour when house is oc- 
cupied.” In his letter of June 17th 
(Plaintiff's Ex. M) the plaintiff's 
agent states “you need not refer again 
tothe seasonal rate . . . Mrs. Steele 
... does not ask for seasonal service.” 


[14] The defendant bases its 
charge for the months antedating the 
date of commencement of service up- 
on a so-called “Explanation of Rates 
Established by the Public Utilities 


Commission . . .” in paragraph 4 of 


which it is stated “The calendar year 
will be taken as the basis for comput- 
ing twelve monthly minimums 


for 
premises normally occupied seasonal- 
ly.” It is not in evidence that this is 
a rule of the Commission and the de- 
fendant disclaims it as its own rule 
for in its letter of June 6, 1935 ( Plain- 
tiffs Ex. J) it says in effect that the 
Commission has established the rule 
and it, the defendant, “has to abide” 
by it. 

But it is a procedure the defendant 
has applied and enforced apparently 
in other instances and has attempted 
to apply to the plaintiff. It thus has 
the force and effect of a rule and the 
plaintiff has attacked it as such, claim- 
ing it to be unreasonable and illegal 
in her “Second Special Defense.” 

This brings the matter clearly with- 
n the provisions and purport of Gen- 
tral Statutes § 3598 providing for a 
uling by the Public Utilities Commis- 
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sion upon unreasonable failure to fur- 
nish service at reasonable rates. 

That the Commission must first pass 
upon the question before the courts do 
seems well established. Levitt v. Pub- 
lic Utilities Commission, 114 Conn. 
628, P.U.R.1932C, 337, 159 Atl. 878; 
Connecticut Co. v. New Haven (1925) 
103 Conn. 197, 213, 130 Atl. 169. 

It is the province of the Commis- 
sion not the court to fix rates and 
stipulate other conditions of service 
and operation. Public Utilities, Pond, 
§ 946. Re New York, N. H. & H. 
R. Co. (1908) 80 Conn. 623, 70 Atl. 
26; Modeste v. Public Utilities Com- 
mission (1922) 97 Conn. 453, P.U.R. 
1923A, 127, 117 Atl. 494, 

As to the plaintiff's claim that the 
statute refers to prospective custom- 
ers and not to existing ones, while, as 
she contends, this was the factual sit- 
uation in New Britain Gas Light Co. 
v. Root (1916) 91 Conn. 134, P.U.R. 
1917C, 102, 99 Atl. 559, in neither the 
statute nor the case is relief restricted 
to such instances and in Gallaher v. 
Southern N. E. Teleph. Co. (1923) 
99 Conn. 282, P.U.R.1924A, 279, 
121 Atl. 686, the plaintiff was a cus- 
tomer of the Public Utility Company. 

[5, 6] As both the plaintiff’s claim 
for damages and for equitable relief 
are predicated upon the refusal of the 
defendant to furnish power it is found 
she is entitled to neither, not having 
first made application for relief under 
the statute. 

As to the counterclaim for vexa- 
tious suit it appears the plaintiff was 
honest in her contention and believed 
herself damaged. 

Judgment is directed for the de- 
fendant on the complaint and for the 
plaintiff on the counterclaim. 

14 P.U.R.(N.S.) 
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ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


Re Arkansas Louisiana Gas Company 


[Docket No. 13-A.] 


Interstate commerce, § 23 — What constitutes — Natural gas — Sale from inter. 
state pipe line. 

1. The sale, distribution, and delivery of natural gas to large industrial cys. 
tomers and distributing companies in the state is not a transaction in inter. 
state commerce, but is a local business subject to local regulation, when the 
gas is produced or purchased in another state, brought into the state through 
pipe lines, and delivered to such customers through an interconnected pi 
line system, laterals, and spurs—the gas not being earmarked, labeled, 
a for, or identified in any particular way for any particular customer, 
p. 151. 

Interstate commerce, § 37 — Powers of state — Local distribution — Natural gus. 
2. The business of supplying natural gas brought into the state through 
interstate pipe lines to a large number of pipe-line industrial customers is 
a local business subject to state regulation, p. 151. 

Interstate commerce, § 7 — What constitutes — Place of contract as a factor, 
3. The place of the execution of a contract for the sale and delivery of 
natural gas brought into the state from another state is not conclusive in 
determining whether the sale and delivery is an interstate or intrastate 
transaction, p. 161. 

Public utilities, § 19 — What constitutes public service — Special contracts. 

4. The sale and delivery of natural gas by a public utility pipe-line company 
to industries of its own selection under contract is not exempt from regula 
tion, since a public utility cannot be considered a public utility with respect 
to certain classes of its consumers and as a private corporation with regard 
to certain others, p. 162. 

Commissions, § 36 — Jurisdiction — Pipe-line sales of gas — Industrial customers. 
5. Sales of natural gas to pipe-line customers are not sales at wholesale 
exempt from Commission regulation, p. 163. 

Interstate commerce, § 7 — What constitutes — Extent of business. 

6. The quantity of articles moving in commerce has no weight in deter- 
mining what is or is not interstate commerce, p. 163. 

Procedure, § 36 — Stare decisis — Decisions of Supreme and state courts. 

7. A decision of the Supreme Court of the United States as to what is 
or is not interstate commerce is binding upon the Commission, and the 
decision of the supreme court of another state is not, when there is irrec- 
oncilable conflict between the decisions, p. 163. 

Fines and penalties, § 8 — Excusable dereliction — Failure to file schedules. 
8. The fact that a public utility company is guilty of a dereliction in no 
notifying the Department of its intention not to file schedules covering 
service of gas to pipe-line customers is not sufficient to warrant the De 
partment in taking steps to enforce a penalty when there is a bona fide 
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issue raised as to Commission jurisdiction, since everyone should be able 
to litigate a bona fide issue without incurring a penalty for doing so in 
the event he is unsuccessful, p. 164. 


[April 30, 1936.] 
C= of public utility company for failure to file 


schedules for natural gas service; utility directed to file 
schedules. 


AppEARANCES: H. C. Walker and 
Moore, Gray, Burrow and Chowning, 
Attorneys, for Arkansas Louisiana 
Gas Company. 


By the DEPARTMENT: The Depart- 
ment, on April 13, 1935, acting under 
the authority vested in it by § 11 of 
Act 324 of the acts of the general as- 
sembly of Arkansas, approved April 
2, 1935 (Acts of 1935, page 895), is- 
sued its general order numbered 13 
requiring every public utility doing 
business in Arkansas, as defined in § 1 
of said act, to file with the Depart- 
ment, on or before June 1, 1935, 
schedules showing all rates respective- 
ly established by, or for, each such 
utility and collected or enforced by it 
on April 2, 1935. 

[1,2] The Arkansas Louisiana 
Gas Company (hereinafter referred to 
as the respondent), a Delaware cor- 
poration, was, on April 2, 1935, and 
ever since has been, doing business in 
Arkansas as a public utility in the nat- 
ural gas business. Pursuant to said 
order the respondent filed schedules 
showing its charges for all natural gas 
sold and delivered in Arkansas, except 
that delivered to some forty industrial 
consumers of large quantities of gas, 
and to five companies purchasing gas 
for resale and distribution to consum- 
ers in Arkansas. For convenience, 
the customers receiving gas for which 
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no schedules of charges were filed, 
will be hereinafter referred to as pipe- 
line customers. 

On November 4, 1935, the Depart- 
ment issued its citation requiring the 
respondent, upon a date therein fixed, 
to show cause why it should not be 
specifically ordered and directed to file 
schedules showing charges for gas 
sold and delivered to the pipe-line cus- 
tomers, and why it should not be pro- 
ceeded against for the collection of the 
penalties provided for in § 61 (b) of 
said Act 324 for failure to comply 
with General Order 13. 

Within the time fixed the respond- 
ent filed a response alleging that the 
sale and delivery of gas to each of its 
pipe-line customers is a transaction in 
interstate commerce and is not subject 
to regulation by the state of Arkansas 
and, therefore, it cannot be required 
to file with the Department schedules 
showing charges for such gas. There- 
upon the Department set the cause for 
hearing and upon the date fixed the 
respondent appeared, introduced, ex- 
amined, and cross-examined witness- 
es, and later filed a brief. 

The respondent owns natural gas 
acreage in northern Louisiana and in 
the Clarksville field in Arkansas, and 
produces gas from the acreage in each 
state. The respondent owns and op- 
erates a pipe line extending from the 
14 P.U.R.(N.S.) 
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Clarksville field to Little Rock and by 
means of this line supplies six or sev- 
en of its own city distribution plants 
with gas produced in that field. In ad- 
dition to supplying gas to its own dis- 
tribution plants respondent sells gas 
from that field to Empire Southern 
Gas Company, Arkansas Western Gas 
Company, and the Little Rock Gas & 
Fuel Company. Each of these com- 
panies resells and distributes the gas 
so purchased to consumers through 
city distribution plants. All of the 
gas produced in the Clarksville field 
is transported, sold, distributed, and 
consumed exclusively in Arkansas. 

During the hearing the respondent 
filed schedules showing charges for 
gas produced in the Clarksville field 
and sold and delivered to Empire 
Southern Gas Company and Arkansas 
Western Gas Company. 

The gas produced by respondent in 
Louisiana is, along with gas purchased 
in that state, turned into a pipe-line 
system owned and operated by re- 
spondent and by means of rock pres- 
sure, or compressor stations, strategi- 
cally located, forced under high pres- 
sure ranging from 150 to 200 pounds 
per square inch, to points of consump- 
tion or delivery for resale to consum- 
ers, in the states of Arkansas, Louis- 
iana, and Texas. The respondent 
owns and operates three pipe lines and 
leases and operates another, all of 
which are laid across the line between 
the states of Arkansas and Louisiana. 
In the record these lines are identified 
on plats found on page 1 of Exhibit 
2 and page 14 of Exhibit 4 as lines 
A, C, H, and K. Line C was not used 
for transporting gas into Arkansas at 
the time of the hearing and had not 
been for some time prior thereto; 
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therefore, no further reference wil} 
be made to Line C. 

Line A crosses the Arkansas-Lop- 
isiana line some eight or ten miles east 
of a point where the states of Arkan- 
sas, Louisiana, and Texas join. This 
line extends in a northeasterly direc. 
tion from the state line crossing, to 
the southwestern corporate limits of 
the city of Little Rock. Line H is not 
owned, but is leased and operated by 
the respondent and crosses the line 
between the states of Arkansas and 
Louisiana some fifteen or twenty miles 
east of Junction City, Arkansas, and 
extends in a northwesterly direction 
to what is designated on said plats as 
Crusader Station No. 1 in Union 
county, Arkansas. Line K crosses the 
line between the states of Arkansas 
and Louisiana a few miles east of 
where said state line is crossed by 
Line H and extends in a northwester- 
ly direction to the Barton Compressor 
Station located a short distance north 
of the city of El Dorado, and contin- 
uing thence in a northwesterly direc- 
tion to the city of Camden, Arkansas. 
By means of line E, extending from 
the Trees Compressor Station located 
on line A near Emmett, Arkansas, in 
a southeasterly direction to Barton 
Compressor Station, and by means of 
line E-1 (in reality an extension of 
line E), lines A, H, and K are inter- 
connected. 

Lines A, E, H, and K constitute the 
principal or primary transportation 
system of respondent in South Arkan- 
sas. Latérals or spurs have been built 
from these lines for the purpose of 
serving industries and city distribu- 
tion plants along and, in some instan- 
ces, far removed from the location of 
said transmission lines. All gas trans- 
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ported into Arkansas by respondent 
moves through one or more of said 
ines, or laterals, or spurs thereto, in 
reaching a place of consumption. By 
means of said lines gas is transported 
and delivered to the gateway of more 
than fifty city distribution plants in 
Arkansas owned by the respondent, 
approximately 318 rural customers 
along the lines, and to the pipe line 
customers. 

In addition to the lines hereinabove 
described, there is in what is called the 
El Dorado district, a vast number of 
lines, primarily constructed and now 
generally used, to distribute gas to oil 
wells and petroleum industries located 
in this area and not to transport gas 
beyond or through it. A proper con- 
ception of the concentration of lines 
in this area can only be had by refer- 
ence to, and a study of, the plat on 
page 14 of Exhibit 4. These lines 
are shown upon an enlarged section of 
the plat. 

All of the gas transported by re- 
spondent from the state of Louisiana 
into the state of Arkansas is consumed 
in Arkansas, with the exception of a 
relatively small amount consumed by 
citizens in Texarkana, Texas, and 
Junction City, Louisiana, served 
through city distribution plants. 

The gas moves across the Arkansas- 
Louisiana state line through each of 
lines A, H, and K for the purpose of 
serving the respondent’s customers in 
Arkansas. At times the principal por- 
tion of this demand is supplied through 
line A; at other times through either, 
or both, line H or K. When the prin- 
cipal supply of gas is brought into 
Arkansas through line A a portion of 
it is diverted into line E and carried 
to the El Dorado district, and when 
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the principal supply is carried through 
either or both, line H and K, a por- 
tion of the gas is diverted through line 
E into line A. The lines in Arkansas 
are filled at all times with gas under 
high pressure, in readiness to serve as 
needed. The movement, volume and 
pressure of the gas in the pipe line are 
directly governed by the use of appli- 
ances owned by consumers irrespec- 
tive of whether said consumers are 
served directly through a tap off of a 
pipe line or some spur thereof, or 
through a city or town distribution 
plant. 

The following colloquy between an 
examiner for the Department and Mr. 
Hamilton, valuation rate engineer and 
assistant secretary of and a witness 
for the respondent, details the method 
of distribution of any given quantity 
of gas crossing the state line into Ar- 
kansas: A. I object to the term “bro- 
ken up.” Let’s put it this way, a por- 
tion of the quantity is diverted at each 
tap. Q. The quantity then that is 
transmitted across the state line comes 
to the first tap and a portion is divert- 
ed and withdrawn from the remain- 
der? A. At the first tap across the 
state line a portion is drawn off and 
delivered. Q. And you go farther up 
the line and another quantity or por- 
tion is diverted? A. That is true. 

There are 415 customers in Arkan- 
sas served through taps on lines A, 
E, H, or K, and their laterals or spurs, 
if we treat each city or town distribu- 
tion plant as a customer. These con- 
sist of 318 rural consumers, 54 of 
respondent’s city distribution plants, 
and the pipe-line customers consisting 
of 40 industrial consumers, 2 city dis- 
tribution plants owned by corpora- 
tions affiliated with the respondent and 
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one independently owned city plant. 
Line A has 141 taps in Arkansas be- 
tween the state line and Little Rock, 
line H has 117 taps, line K has 99 
taps, and line E has 23 taps. While it 
is true that not all of these taps were 
in use at the time of the hearing, they 
all have been used at some time or 
they would never have been made. At 
the time of the hearing approximate- 
ly 100 of them were not in use or not 
assigned directly to consumers. 

In the operation of the system re- 
spondent employs what is known as a 
gas dispatcher who, by reason of ex- 
perience and consultation of weather 
reports and other available data, is 
able to estimate with reasonable accu- 
racy the demands for gas, of not only 
the system in Arkansas, but in Louis- 
iana and Texas, and accordingly di- 
rects the movement of gas in or into 
the three states. At the time of dis- 
patching the gas he, nor any one else, 
knows what the demand of any par- 
ticular customer is, or will be, and he 
only undertakes to supply sufficient gas 
to meet the entire system demand. 

The gas supplied to each pipe-line 
customer is supplied under a contract 
signed by respondent at its general of- 
fice at Shreveport in the state of Lou- 
isiana. To an extent not disclosed by 
the record, each of these contracts 
provides for a minimum charge, or a 
charge for readiness to serve, without 
regard to the quantity of gas con- 
sumed. While these contracts may 
vary as to the charges for gas and in 
other immaterial respects, they all pro- 
vide that the title to the gas passes to 
the customer at the outlet side of the 
meter installed upon his premises, and 
do not require the customer to take 
any specific quantity of gas within any 
14 P.U.R.(N.S.) 


given time. He is merely required to 
take gas in sufficient quantities to sup. 
ply the individual requirements of his 
distribution plant or industrial plant, 
as the case may be. If any customer’s 
plant happens to be shut down and js 
not operating, no gas is delivered to 
him. These contracts further provide 
that domestic customers, hospitals, 
schools and such customers as involve 
the element of human comfort shall 
be given preference to respondent's 
gas supply. Each of the contracts 
also provides that it is subject to the 
orders, rules, and regulations by duly 
constituted authorities having juris- 
diction over either buyer or respond- 
ent. There is no actual sale or deliy- 
ery of gas until such time as the con- 
sumer through his own appliances 
turns the gas to his own burner tips. 
No gas is sold or delivered to corpo- 
rations owning and operating distri- 
bution plants until the consumers 
thereof, by means of their own appli- 
ances, turn gas to their burner tips. 
The respondent will serve any prospec- 
tive pipe-line customer who is finan- 
cially able to pay for the service. The 
respondent bases its charges for gas 
delivered to the pipe-line customers 
largely upon the cost of competitive 
fuels, irrespective of the cost of serv- 
ice. However, it attempts to secure 
such a price from each of said custom- 
ers as will give it something more 
than the actual out-of-pocket expense 
of the service. 

The tap through which city distri- 
bution plants receive gas from the pipe 
line is known as the city gateway. At 
each tap through which distribution 
systems and rural and pipe-line cus- 
tomers receive gas, there is installed 
a pressure regulator which reduces 
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the pressure of the gas from that in 
the pipe line to 8 or 10 pounds for 
city distribution and some pipe-line 
customers, and as low as 8 or 10 
ounces for other pipe-line and rural 
customers. Irrespective of the pres- 
sure at which gas is metered and de- 
livered to the city gateway or consum- 
ers, it is billed at a base pressure of 8 
ounces above a standard of 14.4 
pounds atmospheric pressure. The 
many rural domestic customers served 
directly from the pipe line are served 
under schedules and at the rates pre- 
vailing for the same class of consum- 
ers served by the nearest city or town 
distribution plant, and ordinarily the 
city or town distribution plant em- 
ployees read the meters and make and 
collect the bills for the gas consumed 
by these rural customers. 

The Arkansas Power & Light Com- 
pany, one of the pipe-line customers, 
takes large quantities of gas used as 
a fuel under steam boilers in its elec- 
tric generating plants in Little Rock 
and Pine Bluff. Gas at both points is 
delivered to the power company 
through a city distribution plant. At 
Pine Bluff the respondent owns and 
operates the distribution plant, while 
that at Little Rock is owned and oper- 
ated by the Little Rock Gas & Fuel 
Company, an affiliate of respondent. 
The respondent charges the distribu- 
tion plants with all gas passing 
through their gateway needed to sup- 
ply their customers and the Arkansas 
Power & Light Company, and credits 
each plant with the gas delivered to 
the power company. The distribut- 
ing company at Little Rock is paid 
1 cent per thousand cubic feet for all 
gas thus delivered to the power com- 
pany at that point. 


Three of the pipe-line customers 
are corporations separately engaged 
as public utilities in supplying natural 
gas by means of city distributing 
plants to the citizens of Little Rock, 
Hot Springs, and Camden. These 
companies are, respectively, the Lit- 
tle Rock Gas & Fuel Company, the 
Consumers Gas Company, and the 
Camden Gas Company. Part of the 
gas sold to the Little Rock Gas & Fuel 
Company is produced in the Clarks- 
ville field in the state of Arkansas and 
transported and delivered exclusively 
in that state. All of the gas delivered 
to the Hot Springs and Camden com- 
panies is produced in and transported 
from the state of Louisiana. 

The remainder of the pipe-line cus- 
tomers are consumers of gas in indus- 
trial plants of various character locat- 
ed in rural territory and are not served 
by any facilities used in distributing 
gas through local distribution plants. 

During the first eleven months of 
1934 the respondent transported into 
Arkansas from Louisiana and sold 
and distributed 15,582,012,000 cubic 
feet of gas, of which 8,730,616,000 
feet were sold to pipe-line customers 
and 6,851,396,000 feet were deliv- 
ered to respondent’s distribution sys- 
tems. It is the sale of this 8,730,616,- 
000 cubic feet of gas which the re- 
spondent contends is not subject to 
regulation by the state of Arkansas 
because of the commerce clause of the 
Federal Constitution. Other facts 
will be referred to in the findings. 


Finding 


There is little, if any, conflict in the 
testimony in this case. Therefore, a 
proper solution of the issues depends 
not upon correctly reconciling conflict- 
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ing evidence, as is often the case, but 
upon the conclusions to be drawn 
from established facts and a correct 
application of the law as announced 
by the courts. 

The Supreme Court of the United 
States, early in the history of the de- 
velopment and expansion of the nat- 
ural gas business, in the case of West 
v. Kansas Nat. Gas Co. (1911) 221 
U. S. 229, 55 L. ed. 716, 31 S. Ce. 
564, 35 L.R.A.(N.S.) 1193, held 
that the transportation of natural gas 
from one state into another is inter- 
state commerce. This rule has been 
followed by national and state courts 
in a long list of cases too numerous to 
mention. However, the question be- 
fore the Department is not whether 
the transportation of natural gas is 
interstate commerce. The question 
is: Is the sale, distribution, and deliv- 
ery in Arkansas of gas transported 
from Louisiana under the facts in 
this case a transaction in interstate 
commerce? 

The West Case and those following 
it are conclusive that in determining 
when natural gas is in interstate com- 
merce or when it loses that character, 
if once in that commerce, we must ap- 
ply the rules that have been promul- 
gated in making the same determina- 
tions with respect to any other article 
of commerce. While it is not always 
an easy matter to determine what is, 
or is not, interstate commerce or when 
that commerce ends and intrastate 
commerce begins, a proper solution of 
these questions is less perplexing if 
we keep in mind that, “commerce 
among the states is not a technical le- 
gal conception, but a practical one, 
drawn from the course of business,” 
(Swift & Co. v. United States [1905] 
14 P.U.R.(N.S.) 


196 U. S. 375, 398, 49 L. ed. 518, 25 
S. Ct. 276), and that what falls with. 
in intrastate or interstate commerce 
can only be determined by a practical 
consideration of the circumstances 
and methods of the established course 
of business. Foster-Fountain Pack. 
ing Co. v. Haydel (1928) 278 U. S, 
1, 73 L. ed. 147, 49 S. Ct. 1; Rear. 
ick v. Pennsylvania (1906) 203 U. 
S. 507, 51 L. ed. 295, 27 S. Ct. 159, 
Chief Justice Taft, in. delivering the 
opinion of the court in Atlantic Coast 
Line R. Co. v. Standard Oil Co. 
(1927) 275 U. S. 257, 72 L. ed. 270, 
48 S. Ct. 107, said: “. . . that the de- 
termination of the character of the 
commerce is a matter of weighing the 
whole group of facts in respect to it.” 

Every article, at some time after 
being transported from one state into 
another for sale and consumption 
therein, must necessarily lose its in- 
terstate character and become subject 
to state regulation. 

In 7 Enc. U. S. Sup. Ct. Rep. 298, 
is found a very clear and _ succinct 
statement of the rules to be deduced 
from the decisions of the U. S. Su- 
preme Court as follows: “The gener- 
al rule is that as long as an article im- 
ported remains in the hands of the 
importer in the original and unbroken 
package in which it was imported, it 
is protected by the commerce clause 
of the Constitution from interference 
of state laws, and that it is only when 
the original package has been sold by 
the importer or has been broken by 
him, or has otherwise become mixed 
with the common mass of property in 
the state, that it becomes subject to 
state legislation.” 

In the case of May & Co. v. New 
Orleans (1900) 178 U. S. 496, 508, 
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44L. ed. 1165, 20 S. Ct. 976, import- 
ed merchandise was packed for ship- 
ment in cartons which were in turn 
packed in large boxes. The large box 
and not the cartons was held to be the 
original package; and in speaking of 
the effect of opening the large box for 
the purpose of sale and delivery of the 
cartons the court said: “In our judg- 
ment when the box or case 
was opened for the sale or delivery of 
the separate parcels contained in it, 
each parcel of the goods lost its dis- 
tinctive character as an import and be- 
came property subject to taxation by 
the state as other like property situ- 
ated within its limits.” In the case of 
Commonwealth v. Paul (1892) 148 
Pa. 559, 24 Atl. 78, a merchant re- 
ceived a 10-pound pail of oleomarga- 
rine shipped him from another state 
into Pennsylvania; the pail was bro- 
ken and from its contents a sale of 
2 pounds was made. The supreme 
court of Pennsylvania held that the 
opening of the pail was a breaking of 
the original package in interstate com- 
merce and that, therefore, the sale of 
the contents of the pail was subject to 
regulation by the state of Pennsyl- 
vania, 

The respondent contends that the 
original package theory was devel- 
oped in connection with imports from 
other countries rather than with re- 
spect to transportation of merchan- 
dise across state lines. As to the or- 
igin of the theory respondent is cor- 
rect, but the principal has been ex- 
tended generally to the transportation 
of merchandise from one state to an- 
other. Irrespective of the extent to 
which the courts have applied the or- 
iginal package theory to commerce 
among the states, all of them that 
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have had occasion to pass upon the 
question have applied it to the sale, 
distribution, and delivery of natural 
gas transported from one state to an- 
other. State ex rel. Caster v. Flan- 
nelly (1915) 96 Kan. 372, P.U.R. 
1916C, 810, 152 Pac. 22; West Vir- 
ginia & M. Gas Co. v. Towers, 134 
Md. 137, P.U.R.1919D, 332, 106 Atl. 
265 ; East Ohio Gas Co. v. Tax Com- 
mission (1931) 283 U. S. 465, 75 L. 
ed. 1171, 51 S. Ct. 499. In each of 
the above cases the court held that the 
original package of gas transported 
from one state to another was broken 
when the gas was turned into a city 
distribution plant. These cases can- 
not, however, be construed to hold 
that the original package of gas in in- 
terstate commerce may not be broken 
at some other point in its movement 
from the state line to the consumer. 
The pipe-line system of respondent 
in Arkansas consists of four main 
lines, to wit: A, E, H, and K, and 
hundreds of service taps, spurs or lat- 
erals constructed and used for the pur- 
pose of distributing the gas transport- 
ed from Louisiana and delivering por- 
tions of it to city or town distribution 
plants and to industrial and rural con- 
sumers not within reach of such 
plants. There are 141 taps on line 
A, 117 on line H, 99 on line K, and 
23 on line E. Extending from each 
of these main lines are many smaller 
lines exclusively constructed and used 
for the purpose of distributing and 
delivering gas to industrial and rural 
consumers and city plants. There are 
between 50 and 60 distribution plants, 
40 or more industrial consumers, and 
more than 300 rural consumers served 
from this pipe line system. This is 
more customers, opening, and taps 
14 P.U.R.(N.S.) 





ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


than many town distribution plants 
have. In fact, a study of the pipe-line 
system of respondent in South Ar- 
kansas shown on the map on page 14 
of Exhibit 4 will disclose no material 
difference between the pipe-line sys- 
tem in Arkansas and any ordinary 
town or city distribution plant except 
in the extent of the territory served, 
the density of the customers, the size 
of the pipe, and possibly the quantity 
of gas consumed by some of the cus- 
tomers. 

The original package in the case be- 
fore the Department consists of the 
volume or quantity of gas crossing 
the Arkansas-Louisiana state line 
within any given time through either 
of lines A, H, and K. This package 
is broken and a part of its contents 
diverted at each tap in Arkansas serv- 
ing a consumer or city plant. At least 
one of such taps is upon each of the 
lines A, H, and K between the Arkan- 
sas-Louisiana state line and the point 
at which gas is diverted to any pipe- 
line customers; and there are literally 
hundreds of such taps on each of said 
lines through which gas is diverted be- 
tween said state line and the point 
where it is delivered into the city dis- 
tribution plants serving Camden, Hot 
Springs, and Little Rock; the three 
points at which gas is sold and deliv- 
ered to distributing companies for re- 
sale. 

By tracing the course of any quan- 
tity of gas crossing the state line from 
Louisiana into Arkansas through ei- 
ther of lines A, H, or K to the distri- 
bution plants at Camden, Hot Springs, 
or Little Rock, it will be noted that 
only a small portion thereof will ever 
be delivered to either of said distri- 
bution plants because of the numerous 
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taps, spurs, and laterals through 
which gas is diverted at intermediate 
points. 

All of the gas transported by re 
spondent into Arkansas is for con- 
sumption therein except a small quan. 
tity consumed in Texarkana, Texas, 
and Junction City, Louisiana, which is 
distributed through city plants. The 
gas moving from Louisiana into Ar- 
kansas is not earmarked, labeled, in- 
tended for, or identified in any partic. 
ular way for any particular customer, 
At the time the gas is started on its 
way from the wells in Louisiana re- 
spondent cannot say where any par- 
ticular part of it will go after it has 
reached the state of Arkansas, to 
whom it will go, or when it will be 
used. At the time it is started from 
its point of origin the only destination 
which can be given is the state of Ar- 
kansas. It is transported into Arkan- 
sas for the purpose of supplying upon 
demand the customers of respondent 
in that state and it is only delivered 
to the customer if, when, and as he 
desires to make use of it. The title 
to the gas does not pass from respond- 
ent to the customer until he or his con- 
sumer, if the customer happens not 
to be a consumer, turns the gas to his 
burner tips by means of appliances 
upon his premises and exclusively 
within his control. The pipe-line sys- 
tem in Arkansas contains at all times 
at least 50,000,000 cubic feet of gas 
under high pressure. Based upon the 
average daily consumption for the 
first eleven months of the year of 1934 
this is more than twenty-four hours 
supply of gas. After the pipe-line 
system in Arkansas is once filled, gas 
remains in readiness to serve or moves 
forward only as needed. The amount 
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of gas crossing from Louisiana into 
Arkansas is wholly controlled by the 
ymount consumed in Arkansas. In 
view of the large number of consum- 
es, gas is constantly moving in the 
pipe line. This is due to the peculiari- 
ties of the commodity and the means 
employed in its distribution. 

Shortly after the gas crosses into 
Arkansas from Louisiana a systematic 
method of distributing it to the con- 
umer begins and through each of the 
ervice taps on either of the lines be- 
tween the state line and Little Rock 
prtions of it are drawn off and di- 
erted in a sufficient quantity to meet 
e demands of the intermediate con- 
sumers and the remainder is delivered 
nto the city distribution plant at Lit- 
e Rock. 

For all practical purposes the meth- 
hd of distribution of gas in Arkansas 
ould not be different if, instead of a 
hipe-line system such as we have, there 
hould be located at some central point 

tank of the same capacity as the 
hipe-line system; and by some means 
his tank was kept constantly filled 
ith gas drawn from the Louisiana 
tlds and the demand of each city 
istribution plant, pipe-line customer, 

d more than 300 rural consumers 
as supplied directly from the tank. 

Facts and circumstances analogous 
b those of the distribution of gas by 
spondent in Arkansas and identical 
ith the distribution of gas through 
€ supposititious tank system is 
bund in the case of Atlantic Coast 
ine R. Co. v. Standard Oil Co. su- 
a. In that case gasoline, by means 
I steamers, was transported from a 
ississippi river point to ports on the 
bast of Florida; upon arrival at the 
bt the gasoline was pumped through 
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a pipe line to a storage tank large 
enough to hold sixty days’ supply; 
from this tank gasoline was loaded in- 
to tank cars and shipped upon demand 
in fulfillment of annual contracts to 
more than 100 bulk stations in adja- 
cent territory for delivery in smaller 
quantities to the ultimate consumer ; 
while gasoline was constantly flowing 
into the tank it was constantly flowing 
out of it into the tank cars. In that 
case it was contended that the inter- 
state movement of gasoline did not 
end until it reached the bulk stations. 
The court held that such movement 
for all practical purposes, ended when 
the gasoline reached the storage tank. 
In answering the argument that there 
was a continuous stream of oil from 
the Mississippi River Point through 
the tank into the bulk stations in the 
interior of Florida, the court said: 
“Tt may be, as suggested in the argu- 
ment, that oil is being discharged into 
plaintiff's receptacles for its storage at 
the same time that it is being dis- 
charged from the storage tanks into 
storage tank cars for its distribution, 
but that is not at all inconsistent with 
its being a closing of an interstate or 
foreign transportation and a begin- 
ning of intrastate distribution.” (275 
U. S. at p. 271.) 

Stripped of all technicalities and 
viewed in a practical manner, the es- 
tablished facts show that the respond- 
ent transports gas from Louisiana and 
uses its pipe-line system in Arkansas 
as a reservoir for the purpose of stor- 
ing and holding the gas in readiness to 
serve until it is needed for consump- 
tion. In doing this the original pack- 
age transported across the state line 
is broken and its contents distributed 
throughout a vast area, where it is 
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held in readiness to serve, or moves 
forward to serve upon the demand of 
the consumer. The gas transported 
into Arkansas is, because of its very 
nature, stored, handled, and distribut- 
ed to local consumers in the most prac- 
tical and economical manner. 

The respondent, while admitting 
that the original package in the inter- 
state movement of gas is broken when 
the gas is turned into a city distribu- 
tion plant, contends that there cannot 
be such a breaking of the package by 
turning gas from the pipe-line system 
through service or supply lines not a 
part of a city plant. The respondent 
undertakes to sustain this contention 
by saying that there is no such density 
of customers or multiplicity of pipe 
in rural territory as is found in a city 
distribution plant. The distinction 
between interstate and intrastate com- 
merce can never be based upon the 


density of population or the juxtapo- 


sition of gas pipe. There is no prac- 
tical difference in respondent’s meth- 
od of distributing gas to its pipe-line 
and rural customers and the city dis- 
tribution plants in south Arkansas and 
that employed in the distribution of 
gas to consumers through a city dis- 
tribution plant. 

While what has heretofore been said 
conclusively demonstrates that the 
sale, distribution, and delivery of gas 
by respondent to its pipe-line custom- 
ers is not interstate commerce but is 
a local business subject to local regu- 
lations, there is another rule estab- 
lished by the courts, which, when ap- 
plied to the facts in the case before the 
Department, is conclusive that the de- 
livery of gas by respondent to those 
pipe-line customers who are consum- 
ers is a local business, subject to state 
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regulations. The Supreme Court » 
the United States held in the case o 
Missouri ex rel. Barrett v. Kans 
Nat. Gas Co. 265 U. S. 298, 68 
ed. 1027, P.U.R.1924E, 78, 83, 44 
Ct. 544, that: “The business of sy 
plying, on demand, local consum 
is a local business, even though ¢, 
gas be brought from another 
and drawn for distribution direct 
from interstate mains; and this is 
whether the local distribution is mad 
by the transporting company or by in 
dependent distributing companies, |; 
such case the local interest is para 
mount, and the interference with ip 
terstate commerce, if any, indire 
and of minor importance.” For late 
cases following this principal see Eag 
Ohio Gas Co. v. Tax Commission, 
pra; Wichita Gas Co. v. Kansas Pub 
Service Commission, 2 F. Supp, 792 
P.U.R.1933B, 225, 537. 

In no case which we have been abl 
to find has the Supreme Court of th 
United States, which is, after all, th 
final arbiter in all matters involvin; 
interstate commerce, departed from 
the principle set forth in the languag 
quoted, and respondent has not calle 
to our attention any such case. 

Since all of the pipe-line custome 
of the respondent in Arkansas 
consumers of gas with the exception 
of the three distributing companies 
the sale and delivery of gas to tho 
pipe-line customers who are consum 
ers is certainly a local business, sub 
ject to local regulation, if any meat 
ing or force whatever is to be ascribe 
to the language just quoted. 

It will be recalled that in additic 
to the pipe-line customers who co 
sume gas in industrial plants, gas! 
delivered directly from the pipe li 
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to some 300 rural consumers. By fil- 
ing schedules showing the charges for 

sold and delivered to these rural 
customers, the respondent admits that 
the sale and delivery of gas to them is 
a local business, subject to local regu- 
lation. It is indeed difficult to under- 
sand upon what theory it can be con- 
tended that the sale and delivery of 
gas to industrial consumers is inter- 
state business, while such sale and de- 
livery of gas to rural consumers from 
the same pipe line is a local business. 
The facilities used in serving an in- 
dustrial consumer are larger than 
those used in serving the rural con- 
sumers, and the industrial consumer 
will ordinarily use larger quantity of 
gas than a rural consumer. However, 
it is not our understanding that the 
distinction between interstate and in- 
trastate commerce can be based upon 
the size of the facilities or the quan- 
If the sale and 


tity of a commodity. 
delivery of gas to the rural consumer 
isa local business, subject to local reg- 
ulation, under no theory can it be said 
that the sale and delivery of gas to an 
industrial consumer is interstate busi- 


ness. 

The respondent delivers the gas to 
one of its pipe-line customers, a con- 
sumer, through the city distribution 
plants at Pine Bluff and Little Rock. 
Under the holding of the Supreme 
Court of the United States in the case 
of East Ohio Gas Co. v. Tax Com- 
mission, supra, the sale and delivery 
of gas to this customer is certainly a 
local business, subject to local regula- 
tion. 

Part of the gas involved in this 
case is produced in the Clarksville field 
and sold and delivered by respondent 
to the Little Rock Gas & Fuel Com- 
[11] 
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pany for resale through its city distri- 
bution plants serving Little Rock and 
North Little Rock. This gas is pro- 
duced, transported, sold and consumed 
exclusively in Arkansas and at no time 
is it ever within fifty miles of the state 
line, much less does it cross such a line. 
Therefore, its sale and delivery can- 
not, under any circumstances, be even 
remotely connected with interstate 
commerce. 

The Department finds, after giv- 
ing practical consideration to all the 
material facts and circumstances es- 
tablished by the proof in this case, that 
the sale and delivery of gas by the re- 
spondent to its pipe-line customers is 
a local business and subject to local 
regulation, and that the respondent 
should be ordered to file schedules 
showing the charges for the gas de- 
livered to such customers. 

[3] The respondent contends that 
because there has been executed in 
Louisiana a contract setting forth the 
terms and conditions under which gas 
will be delivered to, and taken by, 
each pipe-line customer, that the trans- 
action is, therefore, interstate com- 
merce. At one time, in determining 
whether a transaction was inter- or 
intrastate commerce, a great deal of 
weight was given to where the con- 
tract was made and was to be per- 
formed. With the growth and ex- 
pansion of commerce and the change 
in the methods of transacting busi- 
ness, the place of the execution of a 
contract is no longer conclusive in de- 
termining the character of commerce. 
In Dahnke-Walker Mill. Co. v. Bon- 
durant (1921) 257 U. S. 282, 66 L. 
ed. 239, 42 S. Ct. 106, a contract was 
made and executed in Kentucky pro- 
viding for the delivery on board cars 
14 P.U.R.(N.S.) 
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in that state wheat which was known 
to be for shipment into the state of 
Tennessee. The court held that the 
shipment was the controlling factor 
in that case and that the transaction 
was one in interstate commerce. In 
the case of Federal Trade Commis- 
sion v. Pacific States Paper Trade 
Asso. (1927) 273 U. S. 52, 71 L. ed. 
534, 47 S. Ct. 255, a contract was ex- 
ecuted in the state of their residence 
between a wholesaler and a retailer, 
both residing in the same state, for the 
sale, purchase, and delivery of paper. 
The wholesaler, in order to comply 
with the terms of his contract, caused 
the paper to be delivered to the retail- 
er from a mill outside the state. The 
court held the transaction was one in 
interstate commerce, notwithstanding 
the place of the execution of the con- 
tract. 


Furthermore, these contracts for 


gas are not different in substance from 
the contracts involved in the case of 
Atlantic Coast Line R. Co. v. Stand- 


ard Oil Co. supra. In that case ap- 
proximately 95 per cent of the oil 
sold by the oil company in Florida was 
on contracts made before the oil was 
shipped from its point of origin. 
They were for a period of one year 
and stipulated for average monthly de- 
liveries. In actual practice “shipments 
to consumers were accommodated to 
their needs as under requirement con- 
tracts.” The contracts in the case be- 
fore the Department are nothing more 
or less than requirement contracts and 
cannot change what would otherwise 
be a local transaction to one in inter- 
state commerce. 

The question of whether commerce 
is interstate or intrastate must be de- 
termined by its essential character, 
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not by mere billing or forms of ¢ 

tract. Atlantic Coast Line R. Co, y 
Standard Oil Co. supra. It is no 
within the power of the parties by the 
form of their contract to convert what 
is a local business, subject to state 
control, into an interstate busines, 
Browning v. Waycross (1914) 233 
U. S. 16, 58 L. ed. 828, 34S. Ct. 578 

[4] The respondent further cop- 
tends that because it has never held 
itself out to serve any and all indus. 
tries, and sells only to industries of its 
own selection from its pipe-line sys. 
tem, that the sales of gas to its pipe. 
line customers are not subject to regu. 
lation. The same question was before 
the supreme court of Arkansas in 
Arkansas Nat. Gas Co. v. Norton Co, 
165 Ark. 172, P.U.R.1924E, 675, 
263 S. W. 775, and the court there 
held that a public utility could not be 
considered a public utility with respect 
to certain classes of its consumers 
and as a private corporation with re. 
gard to certain others; that the com- 
pany was required to supply all per- 
sons and corporations along the lines 
of its mains with natural gas without 
discrimination. 

A public service corporation is re- 
quired to supply service equally to all 
who offer to comply with its rules, if 
it supplies one industry located upon 
its pipe line, under similar circum 
stances and conditions it cannot law- 
fully refuse to supply another. 

A like question was before the su- 
preme court of North Carolina in the 
case of Salisbury & S. R. Co. v. South- 
ern Power Co. 179 N. C. 330, P.U.R 
1920D, 560, 102 S. E. 625, and the 
court held as a general proposition 
that when a public service corporation 
voluntarily enters the field for supply- 
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ing a commodity to persons or corpo- 
rations it thereby becomes subject to 
the provisions of the law that it must 
extend the same treatment and serv- 
ice to all persons and corporations 
who stand in these same conditions. 

[5] Respondent further contends 
that the sales to the pipe-line custom- 
ers are sales at wholesale, and, there- 
fore, not subject to regulation. Re- 
spondent cites no authority sustain- 
ing such a theory and we have been 
unable to find any. Gas sold and de- 
livered to the pipe-line customers who 
are consumers is in no sense of the 
word a wholesale transaction. Web- 
ster’s New International Dictionary, 
Second Edition, defines the word 
“wholesale” as, “of, pertaining to, or 
engaged in, wholesale trade or busi- 
ness; selling or sold to retailers or 
jobbers rather than consumers.” 
Winston’s Simplified Dictionary, Ad- 
vanced Edition, defines the word 
“wholesale” as, “selling as a practice 
to retailers or middlemen rather than 
to the ultimate consumer.” 

[6] Furthermore, the quantity of 
articles moving in commerce has never 
been given any weight in determining 
what is or is not interstate commerce. 
The sale of a pound of nails, as well 
as a hundred tons, might be either. 


The respondent relies upon the case 
of State Tax Commission v. Inter- 
state Nat. Gas. Co. (1931) 284 U. S. 
41, 76 L. ed. 156, 52 S. Ct. 62, as au- 
thority sustaining its position that the 
sale and disposition of gas to its pipe- 
line customers in Arkansas is inter- 


state commerce. In the judgment of 
the Department the case mentioned 
has no such effect. The facts in the 
two cases are not similar. In the Tax 


Commission Case there was a trunk 
line of pipe extending from the gas 
fields in Louisana through Mississippi 
and back into Louisiana. The pipe 
line sold daily to distributors in 
Louisiana seventy to seventy-five mil- 
lion cubic feet of gas. There were 
only two taps on the pipe line near 
Natchez and Woodville in the state of 
Mississippi. Through these taps from 
two hundred to five hundred thousand 
feet of gas were daily withdrawn. 
The gas flowed continually through 
the pipe line into and out of the state 
of Mississippi. In that case there 
were not hundreds of taps through 
which hundreds of consumers in Mis- 
sissippi were served with gas. 

[7] Another case relied upon by 
the respondent is that of State ex 
rel. Cities Service Gas Co. v. Pub- 
lic Service Commission (1935) — 
Mo. —, 13 P.U.R.(N.S.) 61, 85 S. 
W. (2d) 890, recently decided by 
the supreme court of Missouri. In 
this case the court held that the sup- 
plying of natural gas upon demand 
to local consumers which was trans- 
ported from one state to another was 
interstate commerce. In the opinion 
of the court it quoted the language 
hereinbefore quoted from the opinion 
of the Supreme Court of the United 
States in the case of Missouri ex rel. 
Barrett v. Kansas Nat. Gas Co. supra, 
and then proceeded to ignore it. Since 
a decision of the Supreme Court of 
the United Statess as to what is or is 
not interstate commerce is binding up- 
on this Department, and the decision 
of the supreme court of Missouri is 
not, this Department is of the opin- 
ion that it should follow the Supreme 
Court of the United States rather than 
that of a state court, especially if 
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there is irreconcilable conflict be- 
tween the decisions. 

[8] We have disposed of all of the 
issues raised by the citation and re- 
sponse except that of whether the De- 
partment should direct the initiation 
of proceedings against respondent to 
enforce the penalties prescribed by § 
61 (b) of said Act 324 because of its 
failure to comply with General Order 
No. 13 in not filing schedules cover- 
ing service to the pipe-line customers 
as required by said order. 

In promulgating General Order No. 
13 the Department acted administra- 
tively and it did not, and under the 
statute it was not required to, grant a 
hearing before issuing a valid admin- 
istrative order. 

The respondent, however, is entitled 
to present to some tribunal the ques- 
tion of whether the provisions of the 
order are in all respects valid and ef- 
fective as to it or as to any class of 
its business in Arkansas. Everyone 
should be able to litigate a bona fide 
issue without incurring a penalty for 
doing so in the event he is unsuccess- 
ful. While the respondent is guilty of 
a dereliction in not notifying the De- 


partment of its intention not to file the 
schedules covering the service of gas 
to its pipe-line customers, still this 
fact is not, in the opinion of the De. 
partment sufficient under all of the 
facts and circumstances to warrant it 
in taking steps to enforce a penalty. 

It is therefore considered and 
Ordered: 

1. That the Arkansas Louisiana 
Gas Company be, and it is hereby 
ordered and directed to file with the 
Department within thirty days from 
and after the date in the caption here- 
of, schedules in the form and of the 
date required by General Order No. 
13 covering all gas sold and delivered 
by it to its pipe-line or industrial cus- 
tomers in Arkansas. 

2. That the Department do not 
take or direct the institution of any 
action against respondent with a view 
of enforcing any penalties prescribed 
by said Act 324 because of the failure 
of the respondent to comply with said 
General Order No. 13, and to file 
schedules covering the service of 
natural gas to its pipe-line or industrial 
customers within the time prescribed 
by said order. 
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State ex rel. to Use of Panhandle Eastern 
Pipe Line Company 


Public Service Commission et al. 
[No. 33118.] 
(— Mo. —, 93 S. W. (2d) 675.) 
Interstate commerce, § 23 — What constitutes — Natural gas. 
1. Natural gas acquired by a pipe-line company outside the state and trans- 
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ported throught the state, and also through laterals to industries and dis- 
tributing utilities, moves in interstate commerce through the state and such 
interstate movement continues until the gas enters the distribution system 
of the local distributing utility for distribution under low pressure for 
resale at retail to local consumers, p. 165. 


Interstate commerce, § 37 — Powers of state — Natural gas — Pipe lines. 
2. The furnishing of natural gas by an interstate pipe-line company to 
distributing utilities is not intrastate service subject to the provisions of the 
state Public Service Commission Law, p. 165. 


[March 21, 1936.] 


A from circuit court judgment sustaining Commission 
order requiring a natural gas pipe-line company to furnish 
service at reasonable rates to a municipal plant; reversed. Re- 
spondents’ motion for rehearing stricken from fies for failure 


to comply with the rules April 23, 1936. 


For Commission 


decisions see P.U.R.1933A, 256; P.U.R.1933B, 202. 


APPEARANCES: G, J. Neuner and 


C.R. Kirkbride, both of Kansas City, 
for appellant Panhandle Eastern Pipe 
Line Co.; D. D. McDonald, General 
Counsel, of Jefferson City, for re- 


spondent Public Service Commission ; 
C.R. Boyd, City Attorney, of Fulton, 
for respondent Fulton, Mo. 


BoHLING, Commissioner: Relator, 
Panhandle Eastern Pipe Line Com- 
pany, a Delaware corporation, prose- 
cutes this review of an order of the 
Public Service Commission of the 
state of Missouri, respondent, requir- 
ing relator “to furnish natural gas to 
the city of Fulton at reasonable 
rates,” 

[1, 2] Relator, duly authorized to 
do business in Missouri, owns and op- 
erates a main pipe-line system which 
commences in the state of Texas and 
tuns through the states of Oklahoma, 
Kansas, Missouri, Illinois, and into 
Indiana, and transports through said 
pipe line and laterals therefrom nat- 
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ural gas acquired, in so far as here in- 
volved, in the states of Texas and 
Kansas for the purpose of sale in large 
quantities to local distributing gas 
utilities at wholesale and industrial 
plants. The diameter of the main line 
pipes is 24 inches in Kansas, 22 inches 
in Missouri, and somewhat smaller in 
Illinois and Indiana. Among the dis- 
tributing utilities purchasing natural 
gas from relator in Missouri is Cen- 
tral States Gas Utilities Company, a 
corporation, owning and operating lo- 
cal gas distribution systems in several 
cities and towns in Missouri. Said 
Central States Gas Utilities Company 
is a subsidiary of relator and the cor- 
porate officials of said subsidiary and 
relator are in several instances the 
same individuals. The delivery of 
natural gas by relator to local dis- 
tributing utilities and industries is ef- 
fected by means of laterals from its 
main line. The gas is compressed to a 
pressure of 450 pounds by means of a 
compressor station for transmission 
14 P.U.R.(N.S.) 
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through the state of Missouri. On 
the laterals an appliance exists near 
the main line to reduce the pressure of 
the gas in the laterals. At the termini 
of the laterals are measuring and reg- 
ulator stations, and the local distribut- 
ing utility (or industry) takes deliv- 
ery of the gas at such measuring sta- 
tion under high pressure and in large 
quantities, after which the pressure is 
reduced and the gas made fit for resale 
at retail in the local distribution sys- 
tem (or in case of service to an indus- 
try for use for industrial purposes). 
Service from relator’s mains is ren- 
dered under contract only ; and relator 
owns none of the facilities beyond the 
outlet side of the measuring meter. 

The Harbison-Walker Refractories 
Company, a corporation, has a plant 
located at Fulton, Mo., and contracted 
with relator for a supply of natural 
gas for industrial purposes. Relator 
constructed a 6-inch lateral pipe line 
from its main pipe line to a point out- 
side the corporate limits of said city 
of Fulton, where a measuring and 
regulator station was constructed for 
delivery of gas to said Harbison- 
Walker Refractories Company. Af- 
ter unsuccessful efforts on the part of 
the city of Fulton to effect an agree- 
ment with relator for a supply of nat- 
ural gas, so acquired and so transport- 
ed by relator, for distribution and re- 
sale at retail by said municipality as a 
local municipally owned and operated 
gas utility, proper proceedings were 
instituted before respondent to compel 
relator to render such service to said 
municipality as such utility. 

The opinion of the Public Service 
Commission, handed down with the 
order aforesaid, recognized that the 
underlying issue was whether the pro- 


posed order would constitute an inte, 
ference with the interstate commer 
of defendant, but held that relato 
“and its subsidiary, the Central State 
Gas Utilities Company, constitute on 
common enterprise, which enterprig 
is actually engaged in the local djs. 
tribution of gas in intrastate com. 
merce in the state of Missouri” and 
therefore, subject to the provisions of 
the Public Service Commission Lay 
(Chap. 33, and Art. 4, Chap. 33, § 
5121 et seq., and §§ 5188-5206, R. § 
1929 [Mo. St. Ann. § 5121 et seq.,p, 
6531 et seq., and §§ 5188-5206, pp. 
6604-6632] ). The Commission als 
made reference to relator’s exercise of 
the right of eminent domain in the ac. 
quisition of the necessary rights of 
way for its main and lateral pipe lines, 
and the fact that relator served indus- 
trial consumers. 

The case of State ex rel. Cities 
Service Gas Co. v. Public Service 
Commission (1935) — Mo. —, 13 
P.U.R.(N.S.) 61, 85 S. W. (24) 
890, 891, rules the instant case. The 
Central States Gas Utilities Con- 
pany, the above-mentioned subsid- 
iary of relator, is not engaged in 
the local business of distributing and 
selling gas to consumers in the city 
of Fulton; and the issue in the in- 
stant case does not involve the ques 
tion of principal and agent or vendor 
and vendee as was involved in said 
Cities Service Gas Company Case. In 
the instant case, as in the Cities Serv- 
ice Gas Company Case, the relator 
transports gas owned by it, has con- 
demned private property to acquire the 
necessary rights of way for the cot 
struction of its pipe lines, and is et- 
gaged in serving industrial’ plants, as 
well as local gas utilities, making de 
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liveries outside the corporate limits of 
municipalities. In said Cities Service 
Gas Company Case, local gas utili- 
ties, subsidiaries, with said relator, of 
Cities Service Company, a corpora- 
tion, contracted, with the approval of 
said relator, to furnish gas to indus- 
trial plants located within the corpo- 
rate limits of municipalities served by 
certain of said local gas utilities; and 
this court by a four to two vote held 
said Cities Service Gas Company was 
not subject to the provisions of the 
Public Service Commission Law in 
the rendition of service to industries 
in the cities wherein service was ren- 
dered by said interrelated gas utilities. 
The judges participating in said cause 
unanimously ruled that said Cities 
Service Gas Company was not subject 
to the provisions of the Public Service 
Commission Law in the rendition of 
service outside the corporate limits of 
said cities to industrial plants ; because 
said relator “is not engaged in intra- 
state business by directly selling and 
distributing industrial gas to consum- 
ers in this state outside of these cities, 
and that the order of the Commission 
in so holding imposes a direct burden 
upon interstate commerce within the 
meaning of the Commerce Clause of 
the Federal Constitution (Art. 1, § 
8, cl. 3).” It would be a work of 
supererogation to add to what is 
there said. We merely mention, for 
the convenience of the reader, the law 
as applied to the facts of the instant 
case: The commodity—natural gas 
— acquired and transported as afore- 
said in relator’s pipe lines moves in in- 
terstate commerce through this state, 
and said interstate movement contin- 
ues until said gas enters the distribu- 
tion system of the local distributing 


utility for distribution under low pres- 
sure for resale at retail to local con- 
sumers. So far as this record dis- 
closes, the work of relator to effect 
delivery as aforesaid is an incident to 
its interstate business as distinguished 
from the work upon the gas after de- 
livery to effect its proper distribution 
for consumption by local consumers 
at retail (or to industrial plants for in- 
dustrial purposes). Until such time 
as the natural gas here involved enters 
the distribution system of the local 
utility, the movement remains inter- 
state; and the service thus rendered is 
not subject to the provisions of said 
Public Service Commission Law. 
State ex rel. Cities Service Gas Co. 
v. Public Service Commission, supra, 
and cases there cited. See State Tax 
Commission v. Interstate Nat. Gas 
Co. (1931) 284 U. S. 41, 44, 76 L. 
ed. 156, 157, 52 S. Ct. 62, 63; Penn- 
sylvania v. West Virginia, 262 U. S. 
553, 596, 67 L. ed. 1117, 1132, 
P.U.R.1923D, 23, 43 S. Ct. 658, 32 
A.L.R. 300; Peoples Nat. Gas Co. v. 
Pennsylvania Pub. Service Commis- 
sion, 270 U. S. 550, 554, 70 L. ed. 
726, 729, P.U.R.1926D, 187, 46 S. 
Ct. 371. This, respondent apparently 
conceded upon oral argument in said 
Cities Service Gas Company Case, 
supra, with reference to a lateral line 
transmitting gas to a local distributing 
utility at Lexington, Mo., and this 
court stated it could perceive no dis- 
tinction between such service and 
service outside the corporate limits of 
municipalities to industrial plants. 

The judgment of the circuit court 
is reversed, and the cause remanded 
with directions to enter a judgment 
annulling the order of the Public 
Service Commission. 
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Cooley and Westhues, Commission- 
ers, concur. 


Per CurtamM: The foregoing 


opinion by Bohling, Commissioner, is 
adopted as the opinion of the court. 


All of the judges concur, 





SOUTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Northwestern Bell Telephone Company 


[Supplemental Order No. 6112.] 


Rates, § 558 — Telephones — Hand-set charges. 


An extra charge of 25 cents per month, to be continued as to each sub- 
scriber for a period of three years, was reduced to 15 cents. 


[June 12, 1936.] 
| eaeccelagade aa of equipment charges for hand-set telephones; 


charges reduced. 


By the Boarp: Upon the 6th day 
of June, 1933, this Commission made 
its order, directing that the charge, to 
be made by the Northwestern Bell 
Telephone Company for hand-set in- 
struments be in the sum of 25 cents 
per month, which charge was directed 
to be discontinued as to each sub- 
scriber who should have paid such 
charge on each hand set for thirty-six 
continuous months in the same tele- 
phone exchange, said order becoming 
effective October 1, 1933. 

It now appears upon reéxamination 
of said matter that the situation has 
undergone gradual change with the 
increased introduction of hand-set in- 
struments, and that the prospect is 
that the displacement of other types of 
instruments by hand-set instruments 
will continue. It further appears that 
as the hand-set type of instrument be- 
comes more general in use the addi- 


14 P.U.R.(N.S.) 


tional charge for the same should be 
reduced from time to time. 

On the other hand, we are satisfied 
that under existing conditions the 
charge should not be entirely eliminat- 
ed. The facts referred to in our pre- 
vious order concerning the necessity 
of preventing a wholesale replacement 
of desk sets by hand sets with the re- 
sulting loss to the company and the 
ultimate burden thereof upon the tele- 
phone users, still obtain to a consider- 
able extent, and it is apparent that 
some charge should be continued. 

We therefore conclude that the 
present charge of 25 cents per month 
for a period of three years should now 
be reduced; and sufficient cause for 
this order appearing ; 

It is therefore ordered, that the 
present charge for hand sets of 25 
cents per month now made by the 
Northwestern Bell Telephone Compa- 
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ny be reduced to 15 cents per month, 
said payments to continue as to each 
subscriber for the same period of time 
and subject to the same conditions and 
provisions as are now provided in the 
existing and filed tariffs of said com- 


pany. 


It is further ordered, that said re- 
duced charges shall become effective 
from and after July 1, 1936, it ap- 
pearing that said reduction is in the 
interests of telephone subscribers in 
this state and of the public. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Borough of Ligonier 


The Peoples Natur Gas Company 


[Complaint Docket No. 10318.] 


Discrimination, § 25 — Rates — Customer charge and minimum charge. 
Discrimination is not shown by the fact that a gas company imposes a 
customer*¢harge of 60 cents per meter per month in one community, while 
in near-bycommunities it imposes a minimum charge of $1 per meter per 


month. 


[April 20, 1936.] 


(oe against customer charge of gas company; com- 


plaint dismissed. 


By the Commission: This com- 
plaint filed August 3, 1934, by the 
borough of Ligonier, Westmoreland 
county, alleges that the customer 
charge of 60 cents per meter per 
month made in Ligonier as compared 
to the minimum charge of $1 per me- 
ter per month in Derry, Latrobe, and 
other near-by boroughs, under Tariff 
P.S.C. Pa. No. 16, is unjust, unrea- 
sonable, and unjustly discriminatory. 

Respondent’s Tariff P.S.C. Pa. No. 
16, in effect at the date of inquiry, be- 
came effective March 14, 1933, super- 
seding tariffs P.S.C. Pa. Nos. 12, 13, 
14, and 15, which superseded tariffs 
P.S.C. Pa. Nos. 10 and 11. Respond- 


169 


ent’s Tariff P.S.C. Pa. No. 10, issued 
August 18, 1924, effective September 
20, 1924, divided the territory served 
into a Pittsburgh zone, which includ- 
ed all towns and villages served west 
of and including Derry and Blairs- 
ville, a second zone which included 
Ligonier, New Florence, and all com- 
munities and territory served east of 
Derry and west of Johnstown, and a 
third zone consisting of all the terri- 
tory served east of Johnstown. The 
last two zones were together known 
as respondent’s eastern zone, This 
eastern zone, in which Ligonier is lo- 
cated, was designated District No. II 
by respondent’s P.S.C. Pa. No. 12, 
14 P.U.R.(N.S.) 
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effective August 7, 1931, and retained 
that designation under P.S.C. Pa. No. 
16, effective March 14, 1933. 

Respondent’s Tariff P.S.C. Pa. No. 
10 canceled the minimum charge of 
$1 per month per meter for each cus- 
tomer in the eastern zone and substi- 
tuted therefor a customer charge of 
60 cents per meter per month. Com- 
plaints against Tariff P.S.C. Pa. No. 
10 were filed prior to its effective date. 
These complaints (Complaint Docket 
No. 4542, et al.) were consolidated 
into a general complaint, hearings 
were held and, by a decision on No- 
vember 20, 1928, the complaints were 
dismissed: Pittsburgh v. Peoples 
Nat. Gas Co. (1928) 9 Pa. P.S.C. 
423, 431, P.U.R.1929B, 526, 535. 
The Commission there said: 

“With reference to the increase in 
rate charged customers residing in the 
company’s eastern zone, which ex- 
tends as far east as Altoona and Hol- 
lidaysburg, over that charged to cus- 
tomers in the Pittsburgh zone, under 
P.S.C. Pa. No. 10, it appears from 
the evidence that the added cost of 
such eastern zone service is justified. 


” 


This complaint relates solely to the 
customer charge in Ligonier which 
was approved by this Commission: in 
1928. The burden of showing unjust 
and unreasonable discrimination un- 


der the law is upon complainant. As 
stated by our superior court in Alpha 
Portland Cement Co. v. Public Serv- 
ice Commission (1925) 84 Pa. Super. 
Ct. 255, 271: 

< So that even prior to the 
enactment of the Public Service Com- 
pany Law, both of the appellate courts 
of this state recognized the right of a 
public service company to charge dif- 
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ferent rates for its service rendered 
under different conditions, and held 
that the difference in rates is not un- 
lawful as applied to different classes 
of patrons where the business inter- 
ests of the company are responsible 
for the establishment of different 
rates, and where the lower rate to one 
patron does not injuriously affect the 
other patron in the conduct of his 
business. The decisions of our own 
courts are in harmony with what had 
been decided by the Supreme Court of 
the United States in construing the 
Interstate Commerce Act. (See Cin- 
cuiatl, N.;O, &'T...B. RR. Ca 
v. Interstate Commerce Commission 
[1896] 162 U. S. 184, 40 L. ed. 935, 
16 S. Ct. 700.) The Public Service 
Company Law removes all doubt 
which might have existed under the 
decisions in this commonwealth as to 
the considerations whtieh may govern 
the utility in classifying its service, 
patrons and rates. The act expressly 
authorizes the classifications of pa- 
trons and rates, as well as service, and 
in making such classification, the tak- 
ing into account of ‘any other reason- 
able consideration.’ The determina- 
tion of what is and what is not 
reasonable is left primarily with the 
utilities in the exercise of their power 
‘generally to manage their important 
interests upon the same principles 
which are regarded as sound, and 
adopted in other trades and pursuits’: 
Cincinnati, N. O. & T. P. R. Co. v. 
Interstate Commerce Commission, 
cited.” 

Complainant shows only _ that 
Ligonier is located 6 miles from Der- 
ry and 10 miles from Latrobe, and 
that Ligonier has a customer charge 
of 60 cents per meter per month while 
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Latrobe and Derry, the towns nearest 
to Ligonier in respondent’s territory, 
have no such charge. 

Respondent shows that Ligonier, in 
1933, had 535 consumers with an 
average consumption for that year per 
consumer of 45,080 cubic feet. The 
corresponding average consumption 
for Latrobe was 69,280 cubic feet, 
and for Derry 80,220 cubic feet. If 
4 minimum charge of $1 per month 
per meter were substituted for the 
customer charge of 60 cents per 
month, the cost of service to all con- 
sumers using less than 667 cubic feet 
per month would be increased, al- 


though for consumers using more 
than 667 cubic feet per month the 
cost of service would be decreased. 

This complaint is lodged solely 
against the customer charge made in 
Ligonier, which is the only essential 
element of difference between the rates 
in Ligonier and in the other near-by 
towns. The Commission cannot find 
that the customer charge now com- 
plained against constitutes unjust or 
unreasonable discrimination under the 
circumstances; therefore, 

Now, to wit, April 20, 1936, it is 
ordered: That the complaint be and 
is hereby dismissed. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Re Triangle Company of Pennsylvania 


[Application Docket No. 34101.] 


Consolidation, merger, and sale, § 65 — Application — Proper parties. 


1. The proper party to seek the approval of the Commission for a proposed 
sale of public utility property is the proposed vendor rather than the pro- 


posed vendee, p. 172. 


Consolidation, merger, and sale, § 36 — Qualification of vendee. 
2. Authority to sell property to a corporation cannot be approved unless 
and until the corporation has secured from the Commission a certificate 
of public convenience evidencing approval of its right to do business within 


the state, p. 172. 


[April 13, 1936.] 
Ppa for approval of sale of property; application dis- 


missed. 


By the Commission: The Tri- 
angle Company, a partnership com- 
posed of J. B. Montgomery, Bert 
Noble, and S. H. Morgan, copartners, 
is now doing business as a natural 
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gas public service company in certain 
townships of Allegheny county under 
a certificate of public convenience 
from this Commission. 

It appears from the record that J. 
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B. Montgomery and S. H. Morgan, 
two members of the partnership, to- 
gether with John H. Montgomery, 
son of J. B. Montgomery, have organ- 
ized the Triangle Company of Penn- 
sylvania, a Delaware corporation, for 
the purpose of taking over the copart- 
nership business of the Triangle Com- 
pany and operating the same as a cor- 
poration. Bert Noble, the other part- 
ner of the Triangle Company copart- 
nership, desires to withdraw from the 
business and dispose of his interest to 
the two remaining partners. 

In this proceeding the Triangle 
Company of Pennsylvania, the pro- 
posed vendee, has filed with us under 
the provisions of Art. III, § 3 (c) 
and Art. V, §§ 18 and 19 of The 
Public Service Company Law, an ap- 
plication for the issuance of a certifi- 
cate of public convenience evidencing 
approval of the sale, assignment, and 
transfer of the property, equipment, 
business, contracts, leases, franchises, 
and all other property of the Triangle 
Company copartnership. 

[1, 2] Under the facts of record, 
the Commission is constrained to 
withhold approval. The Public Serv- 
ice Company Law (66 PS, § 182) 
Art. III, § 3 (c), under which this 
application is filed, provides as fol- 
lows: 

“Upon like approval of the Com- 
mission first had and obtained, as 
aforesaid, and upon compliance with 
existing laws, and not otherwise, it 
shall be lawful— 

“(c) For any public service com- 
pany to sell, assign, transfer, lease, 
consolidate, or merge its property, 
powers, franchises, or privileges, or 
any of them, to or with any other 
corporation or person.” 
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In view of this section of 
Public Service Company Law, 
proper party to seek the approval of 
the Commission for the proposed sa 
is the proposed vendor, the Triangle 
Company copartnership, rather thay 
the proposed corporate vendee, th 
Triangle Company of Pennsylvani: 
Furthermore, the Triangle Compan; 
of Pennsylvania, applicant, has not 
obtained from this Commission a. 
proval of the right to do busines 
within this commonwealth, as tr. 
quired by Art. III, § 3 (b) of Th 
Public Service Company Law (66 PS, 
§ 182) which provides: 

“Upon like approval of the Com- 
mission first had and obtained, a 
aforesaid, and upon compliance with 
existing laws, and not otherwise, it 
shall be lawful— 

“(b) For a foreign public servic 
company, upon compliance with ex- 
isting laws, if any there be permit 
ting such foreign company to exer- 
Cise its powers and franchises within 
this commonwealth, to obtain the 
right to do business within this con- 
monwealth.” 

‘ The proposed sale to the newly 
formed foreign corporation cannot be 
approved unless and until the corpora- 
tion has secured from this Commis 
sion a certificate of public convenience 
evidencing approval of its right to 
do business in Pennsylvania, and the 
proposed vendors have secured like 
approval of the sale of their prop- 
erty; therefore, 

Now, to wit, April 13, 1936, it is 
ordered: That the prayer of the peti- 
tion be refused and the application 
dismissed. 
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The March of Events 





FPC Files Report 


deral Power Commission has com- 
nother rate series “No. 5” which 
, comparative rate schedule of pub- 
privately owned electric utilities. 
t summarized and classified rate re- 
iously published by the commission 
te such comparison. In order to 
roperly the differences found in the 
rivate and public utilities, the com- 
ts forth in its report other factors 
ixes paid by private utilities and 
contributions of municipal utilities 
and “free service” rendered by them. 
Complete data regarding payment of all 
forms taxes and regarding operating rev- 
enues for 1933 and 1934 were received from 
1216 privately owned utilities, which repre- 
sent, on the basis of total operating revenues 
and taxes paid, approximately 98.5 per cent 
of the entire industry. Total taxes paid by 
reporting private electric utilities in 1933 
amounted to $206,988,870, which was 12.5 per 
cent of their total base revenues for that 
year, the report stated. In 1934, total taxes 
paid by those utilities increased to $239,773,260 
and constituted 14.1 per cent of the total base 
revenues 

The commission also has transmitted to 
Congress its report on rural electric service, 
which treats with rate schedules and monthly 
bills for rural service, rural line extension 
policies, construction practices and estimated 
costs, actual mileage, and investments in rural 
lines and farm service. 
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Utility Control Debated 


Publix 
b je case for and against regulation of 
public utilities by the Federal govern- 

ment was debated on July 15th by Basil Man- 
ly, vice chairman of the Federal Power Com- 
mission, and Siegfreid F. Hartman, corpora- 
tion attorney of New York, before the round 
table on “Business and Government” in the 
Institute of Public Affairs meeting at the 
University of Virginia, Charlottesville. 

_Mr. ilartman contended “if Federal regula- 
tion is necessary, and can be justified legally, 
let us have regulation by law and not by men 
above t:e law.” Mr. Manly pictured condi- 
tions wich existed in the electric utility field 
when t ¢ present administration assumed of- 
fice, the: outlined regulatory measures adopt- 
ed and :ave statistics to show, he said, that 
money ‘nvested by public utilities is not be- 
ing ad\-rsely affected by the policies initiated 
by this idministration. 

Mr. |: :rtman questioned if it was necessary, 
wise, ov sale “to attempt to correct recognized 
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abuses in the field of public utilities by meas- 
ures which, if not vindictive in purpose, ap- 
pear at least to be calculated to impair the 
efficiency, financial integrity, and the im- 
measurable potentialities for national and so- 
cial service of this great industry.” 

Mr. Hartman explained he was not ques- 
tioning the need for utility regulation to pro- 
tect the consumer, conserve, and develop nat- 
ural resources, and to protect the investor. 
But he argued that under the Federal Con- 
stitution the regulation of these utilities is a 
state and not a Federal function. 


To Visit Projects 


6 y- Third World Power Conference trav- 
eling technical program will include the 
Tennessee Valley Authority as one of the 
great American developments to be visited at 
the close of the conference. Some 200 of the 
world’s most distinguished engineers will visit 
the valley on a series of technical studies 
which are to precede and follow the meeting 
at Washington, D. C., September 7th to 12th 
of the World Power Conference. 

One party will visit the valley before the 
conference, September 2nd to 4th, and another 
will visit the valley September 2ist to 23rd. 
The first party will be made up of a group 
studying the hydraulic sources of power and 
the larger implications of hydroelectric devel- 
opment, and the second will study the major 
construction developments. The first tour 
will center around Knoxville, Tenn., and the 
second will enter the valley by way of Mem- 
phis. A stop is planned at Sheffield, Ala., 
with studies in the vicinity. 


Judging PWA on Jobs Basis 


oy Roosevelt, it was learned last 
month, now is disposed to measure the 
value of PWA projects solely on the basis 
of the number of persons they will absorb 
from relief rolls, and for that reason has 
failed to approve a list calling for the ex- 
penditure of $100,000,000 submitted a month 
ago by Harold L. Ickes, Public Works Ad- 
ministrator. The list, said to constitute the 
first batch of projects to be undertaken in 
various sections of the country through Fed- 
eral grants to match funds available from 
state, county, or private sources under the 
PWA provision of the deficiency appropria- 
tion bill, presumably would not be acted up- 
on until Mr. Roosevelt returned from his va- 
cation. 

As the result of the President’s decision, 
Secretary Ickes has called upon applicants 
for such grants to report exactly how the re- 
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lief rolls would be lightened. According to 
reports, the development does not set pleasant- 
ly with Administrator Ickes, nor those who 
stood by him in Congress in the effort made 
there to authorize use of the PWA revolving 
fund up to $300,000,000 for the purpose of 
continuing useful public works. 


Again Hits Holding 
Company Law 


ag seg Her ge Samuel B. Pettengill, of 
the third Indiana district, who led the 
fight in the House of Representatives against 
the Senate draft of the Public Utility Hold- 
ing Company Bill which became a law, was 
reported last month to have not recanted. He 
still holds the law to be unconstitutional, un- 
reasonable, confiscatory, and injurious. 

In prepared remarks on the legislation, the 
South Bend representative recalled the rea- 
sons for his opposition. First, it was unnec- 
essarily destructive; second, the worst of the 
evils of holding companies were on their way 
out; third, a better, less drastic, and certainly 
constitutional method of regulation was avaijl- 
able, and fourth, the legislation was clearly 
unconstitutional. 


Bonneville-Coulee Argument 


CCORDING to recent reports, more trouble 

is brewing in the Northwest in connec- 
tion with Bonneville power rates. John Page, 
acting reclamation commissioner, has an- 
nounced that he intends levying on Bonne- 
ville dam a tribute to aid Grand Coulee. Un- 
der the theory that Grand Coulee, when and 
if built, will impound water which will in- 
crease the potential power generated at 
Bonneville, Commissioner Page contends that 


Bonneville should pay something to Grand 
Coulee for this water. This ar t, it was 
stated, will be presented to the Federal Power 
Commission when the latter starts studies to 
determine the rate to be charged at Bonzeville 

The Federal Power Commission at this 
writing had not decided whether to hod open 
hearings when studying rates, or informal 
conferences with individuals and groups ip. 
terested. Both policies may be pursucd, the 
commission indicating that a number 0° people 
are expected to present their views o2 what 
the rate shold be and what costs should be 
considered in basing the rates. 

However, no one knows, least of all the 
reclamation service, when Grand Cou!<e wil! 
be built high enough to impound waters which 
can be released to increase power lower down 
the stream. This, say opponents of t‘ie idea, 
may put Bonneville in the position of paying 
money to Grand Coulee for ten or fifteen 
years without deriving any benefits. 


May Give Utility to Workers 


HE likelihood that the Mexican govern- 

ment would attach the $40,000,000 Mexi- 
can Light and Power Company and its five 
subsidiaries increased last month as negotia- 
tions to settle the strike of 3,000 employees 
were deadlocked. It was learned that execu- 
tives of the company, controlled by Canadian 
and Belgian interests, had received broad 
hints the properties would be turned over to 
the labor syndicate’s operation unless the com- 
pany promptly acceded to the workers’ de- 
mands. 

The employees were insisting on salary in- 
creases and other financial benefits aggre- 
gating about $277,000 a year and new labor 
contracts, which the company’s lawyers as- 
serted would be tantamount to giving the em- 
ployees control of the company. 


Alabama 


Utility Accuses TVA 


Te Alabama Power Company, in a suit 
filed July 18th in the circuit court of 
Cullman county against the Cullman County 
Electric Membership Corporation, stated that 
the power company had heretofore been grant- 
ed certificates of convenience and necessity to 
render service in the Cullman county area 
along with many other sections of the state 
and that the Cullman corporation through its 
own agents and those of the Tennessee Valley 
Authority was engaged in unfair competition 
and practices against the power company. 
The bill further stated that the Cullman 
corporation had not complied with the laws of 
the state permitting it to engage in the utility 
business and, on the other hand, that the Ala- 
bama Power Company had complied with all 


such laws and was actually engaged in render- 
ing service in many of the areas which the 
Cullman corporation proposes to serve. 


Takes Over Power Line 


, I ‘HE electric utilities distribution system in 


Florence was transferred from private to 
public ownership and operation on Ju!y 15th. 
The contract in which the Alabama Power 
Company sold the system to the city cf Flor- 
ence was signed in the office of the company 
by its authorized officials and Mayor Lee 
Cheeta of Florence. 

In consideration of the sale of its propet- 
ties in Florence to the city, the latte: deliv- 
ered $220,000 of 4 per cent bonds maturing 
serially over a period of twenty-five ye“rs 
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quenched to a Brinell hardness of 350 without 
affecting its corrosion-resistance—a metal that 
ender- Pp : : i sll 
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secured by a mortgage on the property. The 
bonds are to be serviced out of operating rev- 
enues of the system. 


Working capital was obtained throuph 
bond issue to be sold and serviced out ¢ 
erating income. 


Arizona 


Asks Tax Reduction 


pig ngemein that the assessment valuation of 
its many properties for taxation purposes 
was excessive and discriminatory, the Central 
Arizona Light and Power Company had on 
file in U. S. district court last month an ac- 
tion petitioning for a reduction of $106,759.25 
in 1935 taxes. The utility contended in a 
complaint that its properties in Maricopa 
county were assessed for all taxation pur- 


“poses in 1935 at $6,347,210, while tie 


should have been $4,166,544.20. The 
zation’s 1935 tax bill was $301,456.7., br 
complaint stated it should have been 
$203,697.50. ig 

The county supervisors, as members of th 
county board of equalization, the 
treasurer and assessor and the state tax eg 
mission, as members of the state board 9 
equalization, were named defendanis in 
action. 


California 


Upholds Commission Evaluation 


HE state railroad commission’s $288,700 

evaluation for Southern California Edi- 
son’s properties in Tulare City was upheld 
last month by the state supreme court. The 
utility company had protested the figure, de- 
claring it should be paid about $300,000 for 
the property, which the city of Tulare seeks 
to take over as a municipal utility. 

The supreme court decision stated that it 
took into consideration the fact that rates 
must be fixed for a utility as a whole and that 
returns must often be greater in urban prop- 
erty than in rural, in order to even up the 
cost to consumers. 

The decision was held to produce a favor- 
able ruling by the state commission for the 
city of Fresno in its efforts to condemn elec- 
trical transmission and power service lines 
in that city. 


Frisco Distribution Plans 


i yemervener of $43,700,000 to create a mu- 
nicipal distribution utility to serve the 
whole of the city of San Francisco was pro- 
posed in one of three new plans submitted 
July 16th to the board of supervisors by Util- 


ities Manager Cahill. The three schemes 
were designed as alternate ways for the city 
to comply with Interior Secretary Ickes’ rul- 
ing that under the Raker Act, the city must 
go into the electric distribution business if it 
would use Hetch Hetchy power. The plan 
mentioned was reported to be the only one 
of the three likely to meet approval of the 
city’s board of supervisors. 

The plan proposed the purchase of the pri- 
vate company’s distribution system for $39,- 
00,000; construction of the Red Mountain 


Bar power house at a cost of $1,125,000; 
investment of $2,000,000 in office, shop, 
house, and equipment, and of $175,000 in ma 
terials and supplies, and the setting up 
$700,000 for working cash. 

It was reported by local observers that the 
was little chance that the citizens would a 
this time approve of such an outlay of funds 
San Francisco’s citizens were said to be in- 
patient with Secretary Ickes’ efforts to force 
the city into the utility business and that 
there was increasing sentiment in favor of 
seeking an amendment to the Raker Act from 
the next session of Congress. 


Spurn Power Pact 


| i an effort to escape what they feared was 
an attempt on the part of the Los Angeles 
Bureau of Power and Light to gain contrd 
over the future development of their electrical 
systems, the citizens of Glendale and Burbank 
last month ceased negotiations with the pow- 
er bureau for transmission of their share ol 
Hoover dam power. Mayor Olson of Glet- 
dale indicated that the cities may take their 
case to the courts to have the rights of the 
two municipalities determined. mt 

’ Trouble developed, officials of the two cities 
said, when, after a verbal agreement had beet 
reached with the power bureau as to items to 
be included in a supplemental contract cover 
ing delivery of power to them by the bureat, 
two important requirements, not included in 
the verbal agreement, were included in a tt 
draft by power bureau attorneys. 

The two items were (1) substitution of a 
new method of auditing.and accounting which 
the municipalities considered would be detn- 
mental to their interests, and (2) a propos 
requiring the two cities to obtain wr:‘ten com 





E LOAD OF A THOUSAND FACTORIES 


HE electric power bill for many a mod- 
ern factory is $40,000 a year. Multiply 
by 1000, and you get $40,000,000. That 
he estimated new revenue obtained 
ugh General Electric apparatus and 
| connected to power-company 
f Glet- the one year, 1935. 
ke their 
5 of the all, G-E load-building is a contin- 
ss. This year, again, thousands of 
\—industrial and transportation 
hting specialists, heating spe- 
np and appliance and air-con- 
ributors and dealers—will do 


vO Cities 


an even bigger load-building job. Up, up, 
up, will go kilowatt-hours. 


Our point is this: For every aollar that 
power companies invest in General Electric 
equipment, they receive a full dollar in 
equipment value. In addition, G-E load 
builders bring to power companies many 
more dollars in revenue each year than all 
the dollars they invest in General Electric 
equipment. Certainly the purchase of G-E 
equipment is the most profitable investment 
you can make with your equipment dollar. 
96-272B 
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sent of the power bureau for any future de- they may require new sources of « 
velopment of their electrical systems when energy. 


¥ 


District of Columbia 


Challenges Federal Project 


HE constitutionality of public works fi- 

nanced by the National Industrial Recov- 
ery Act was challenged in the District of Co- 
lumbia Federal district court on July 15th by 
the Potomac Electric Power Company. The 
company protested against condemnation pro- 
ceedings which forced it to move a power sub- 
station to make room for the new Interior 


Department Building. Its attorney: 
review of a decision on May 25: 
court of appeals affirming a condem: 
cree by district court. 

The condemnation jury awarded “! ; 
pany $23,167 for the lot on which the suh 
station was located, although the power com 
pany contended that an investment “in excess 
of $180,000” was tiestroyed by the forced re 
moval. 


Georgia 


TVA Current in Georgia 


Bay nny Valley Authority electric pow- 
er for the first time flowed into Georgia 
and Hamilton county, Tenn., on July 14th, 
with completion of the rural lines of the 


North Georgia Electric Membership Corpora- 
tion. 

At present only about 70 miles of lines will 
carry TVA power. This, however, is but the 
first unit of 425 miles of transmission lines 
to eight north Georgia counties. 


Illinois 


Asks Lower Utility Rates 


pecs against high water and light rates 
in Belleville were made last month by 
Mayor George Remnsnider of Belleville in 
letters written to the Illinois Light and Power 
Company and the East St. Louis and Inter- 
urban Water Company, characterizing present 
rates as “exorbitant.” 


The mayor asked for a conference with each 
utility on the question of rates, pointing out 
an agreement now would be cheaper for all 
parties than litigation before the state com- 
merce commission. The Belleville city coun- 
cil recently authorized an appeal to the com- 
mission for a reduction. The mayor said he 
expected a reduction in rates for city pur- 
poses as well as for domestic users. 


Indiana 


Municipal Plant to Cut 
Rate and Taxes 


EVENUE from the Richmond municipal 
electric light plant will make possible a 
rate reduction by September and will permit 
the city to apply $310,000 of light plant funds 
to tax reduction in 1937, D. C. Hess, superin- 
tendent, announced last month. 

Mr. Hess estimated that earnings of the 
plant, which for the first five months of this 
year were 12.3 per cent greater than the cor- 
, ed period in 1935, would total $474,- 


Rejects Freedom Plea 


upce Sumner Kenner, of Huntington cir- 

cuit court, on July 16th rejected the habeas 
corpus petition of Mayor C. W. H. Bangs and 
Max Pinney and Clayton Brown, city em- 
ployees. The three sought release from jail, 
where they were being held for refusal ‘o obey 
a court order directing them to discontinue 
electric service being supplied by the munic- 
pal plant to domestic and commercial consum- 


ers. } 
in remanding the men back to jail the judge 


“This litigation has been in court almost 
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HE tendency toward low impedance in 


distribution transformers brings to the 

front the importance of a transformer coil 
which maintains its shape under heavy short 
circuits. Pennsylvania’s Circular Coil offers 
this distinct advantage, because, being circular 
in shape, it is radially and axially balanced 
against short circuit stresses. 


The proper distribution of stresses eliminates 
excessive strain in any part of the coil and 
prevents stretching of wire and possible crack- 


ing of insulation. 


All Pennsylvania Transformers 
have Circular Coils 





Pennsylvania Transformer Company 
170: Island Avenue, PITTSBURGH, PA. 
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two years at great expense to the litigants and 
taxpayers. Its various angles have resulted 
in the filing of more than a dozen law suits 
and the city has been demoralized.” 
Meanwhile, preparations were underway by 


the city council to pass, for the third time, 
an ouster ordinance over Mayor Ban2s’ yeta. 

Passage of this ordinance was to be fof 
lowed immediately by the filing o: § 
specific charges against the mayor. 


lowa 


Reject Municipal Plant 


HE voters of the city of Perry last month 
turned down a proposal to construct a 


municipal electric light plant at a cost gp 
approximately $325,000. 

The vote was 1,234 against, and 72: for, 
proposed construction. 


Kentucky 


REA Funds Sought 


| esse wage of consideration of an enabling 
act to make Rural Electrification Admin- 
istration funds available in Kentucky in the 
call for the next special session of the state 
legislature was requested by Ben Kilgore, ex- 
ecutive secretary of the Kentucky Farm Bu- 
reau Federation, in a letter to Governor A. B. 
Chandler made public last month. 

Mr. Kilgore declared that “269,307 rural 
homes in Kentucky are without electric serv- 
ice” and that only 3 per cent of the farms have 
electric power, compared with 53 per cent in 
California. It appears that under Kentucky 


laws REA loans cannot be signed for nor tha 
money obtained until such a measure is passed _ 
to legalize local rural electric codperatives, 


Held Liable for Power Tax 


Ve companies which collect light bills” 
from their workmen should report their © 
receipts from this source to the Department ~ 
of Revenue and pay the 3 per cent tax on the 
gross amount collected, Guy H. Herdman,~ 
assistant attorney general, said last month in ~ 
an opinion given T. E. Mahan, of Williams- 
burg. 


Maine 


Quoddy Workers Wind Up Jobs 


IEUTENANT Colonel Philip B. Fleming is- 
sued general orders on July 7th which 
said the “shut-down” of Passamaquoddy bay 
project activities would be accomplished 
“progressively but vigorously from this date.” 
Receipt of official notice that no more funds 
would be made available forced him, Colonel 
Fleming said, to reorganize the engineers’ dis- 
trict into two divisions, namely, an administra- 
tive division and a camp and land divi- 


sion which is to be in charge of maintenance, 

The order said administrative and other of- 
fice personnel employed in the engineering 
and operations divisions would be demobilized 
as rapidly as was consistent with proper 
handling of records. Colonel Fleming said 
Quoddy village would be operated as a unit 
until about September 30th, when all remain- 
ing employees would be moved into one select- 
ed block of the village which would be op- 
erated as long as it was necessary to maintain 
any force. 


Michigan 


Accepts Phone Cuts 


rir ge of hostilities between the state 
and the Michigan Bell Telephone Com- 
pany was brought about last month when G. 
M. Welch, president of the public utility cor- 
poration, announced provisional acceptance of 
the state commission’s recent order reducing 


rates $1,500,000 a year. At the same ti 
it was announced that a suit in the U. S 
district court, pending since 1926, would 
withdrawn and for the first time in a qua't 
of a century there will be no telephone liti: 
tion in Michigan. The public utilities c: 
mission declared that the company’s 4 
ceptance was agreeable. 
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pbertshaw speeds the sales of modern gas ranges because its 

heat-contro] is known to every woman. ‘ 
hee a wor hears that the range is Robertshaw-equipped, she 

ys she is bu ying a combination of the best in modern cookery. She 
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help you t. sell ranges because it is a nationally-known name. 


RISHAW ;HERMOSTAT COMPANY, YOUNGWOOD, PENNA. 
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The one proviso made by the company was ___ was feasible and as soon as necessary book. 
that it retain the right to contest the new rates keeping and plant changes could }< effected, 
if the revenues under the reductions proved The commission, it was said, hop: most of 
inadequate. The company announced the new the reductions could be made eff< tive ag of 
rates would be put into effect as soon as it July Ist. 


ra 
Minnesota 


First to Build Rural Line rural lines, including the first porti 
project of approximately 420 miles < 


HE first contract for the construction of serve over 1,600 rural customers i 

rural electrification lines under the Rural county. 
Electrification Administration in the North- The Meeker project has been 2 
west was signed on July 13th at Litchfield the Northwest in rural electrification work 
when representatives of the Meeker Codpera- under the REA and was the first project in 
tive Light and Power Association signed a the Northwest to have its organiz:tion forms 
contract with the Monroe Electric Company approved in Washington. The association has 
of Chicago, for construction of 125 miles of 1,600 member shareholders. 


aa 
Mississipp1 
Authorizes Power Line been authorized. When completed, the line 
will insure Tupelo and the northeast Missis- 
VA orrFictAts, last month notified the city sippi area using TVA electricity “ample power 


of Tupelo that a new 110,000-volt elec- for all purposes,” according to the announce- 
‘trical line from Muscle Shoals to Tupelo has ment. 


- 
Missouri owe 


Sues to Void Tax city and the ordinance sought to levy a 
additional charge or rental for franchise rights 
HE Laclede Gas Light Company last Previously granted. 
month i er F — core * declare 
unconstitutional and void the St. wis city . 
ordinance which taxes the company 5 per cent Files Reduced Rate Schedules 
of its gross receipts for use of streets for its 
gas distribution system, on the ground the HE Union Electric Light and Power 
new tax was “shockingly and unconscionably Company last month filed with the state 
exorbitant,” discriminatory, and confiscatory. public service commission new schedules of 
The company’s suit, which sought a declara- rates to apply to wholesale untransformed 
tory judgment against the city, sets out the service, large light and power service, and 
company has invested more than $50,000,000 in industrial power service. ; 
its plant and distribution system since it was The rates apply to St. Louis and outlying 
incorporated by an act of the legislature on cities, and were expected to benefit customers 
March 2, 1857. The petition said its fran- to the extent of $212,500 q year. The co 
chise and charter, granted under the legis- pany asked that the rates be made to apply t9 
lative act, gave the company the perpetual bills for service rendered through meters reat 
right to lay and maintain its gas lines in the July 15th, and thereafter. 


* 
Montana 


To Cut Phone Rates between the commission and the \ 


ELEPHONE rates in Butte and Great Falls, States Telephone and Telegraph Co: ipany am 
effective August 15th, will be reduced 50 will amount to an annual saving 0: approx! 
cents a month on each instrument by order of | mately $400,000 to telephone users 
the state railroad and public service commis- sponding reductions in other cities “” 
sion, it was announced last month. where the company operates will follow. 
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A BUSINESS BOOSTER... 


Silvray “Multiplex” Processing controls 
and directs the light rays toward the surfaces 
to be illuminated ... increases effective 
street lighting from 30 to 50 per cent. 


Wherever applied it has noticeably im- 
proved the business volume of the commu- 
nity—since people shop more on well 
lighted streets. .. and, too, has strengthened 
the position of the Utility in the community 
by satisfying the increasing public demand 
or better lighted streets. 


that’ s a Real LOAD BUILDER 


The increased business done by merchants encourages, as a natural consequence, better lighted stores 
and store windows . . . building the commercial load, offering the opportunity for almost unlimited 
future expansion. 


Yet—and here is the point—Silvray “‘Multiplex’’ Processing, applied to existing luminaires, has an 
additional cost of only about 10 per cent of the annual street lighting revenue ! 


Write for details . . . or have one of our Engineers call with reference to a survey or recommendations. 


AMERICAN STREET ILLUMINATING COMPANY 


**Backed by 58 Years’ Street Lighting Experience’’ 


261 NORTH BROAD STREET, PHILADELPHIA, PENNSYLVANIA 
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urbine Efficiency depends directly ss wa ecoumale 
fan Condenser Efficiency. ; or bed “befere-—the He, Ho. 
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Cell. 


m all cases we build the machines to Bureau of Standards specifications call for 400 min- 


t the particular conditions of the ee Bo OR RT AS yo om 

ee | “965 f knowing h maphg inden ties - 

lants in which they go. ability of USALITE Products, laboratory and 

a rvision assure longer life 
niform 7-H, 085 USALITE has 

the demand of Railroads, Chemical, souets, oil 


C. H. WHEELER MFG. CO. and Gas Companies, Utilities and Coal mines every- 
18th St, Lehigh & Sedgley Aves., we ysl, fo. 0 ‘Sod trial fester Write today! 
Philadelphia, Pa. | UNITED STATES ELECTRIG MFG. CORP. 
H. WHEELER OF PHILADELPHIA 222 Weet 14th Si. How York 


CHICAGO — 323 West Polk St. 
. EEE LLL 
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Dam Construction Resumed 


EARLY three score Indians on July 13th 

resumed construction of the Polson dam 
at the power site near Polson. Renewal of 
the project was assured when the confederated 
council of the Salish and Kootenai Indian 
tribes voted unanimous approval to amend- 
ments to the Rocky Mountain Power Com- 


pany’s license to build the power source of: 


the Flathead reservation. About 5()(! 


1931. Every man now on the job is an indian, 


The amendment which was approved by the 


Indians provided for electrical energy to he 
used on Flathead irrigation projects, and was 


recently authorized by the Federal Power’ 


Commission. 


Nebraska 


Holds Hope for Project 


ERT M. Hardenbrook, president of the 
North Loup river power and irrigation 
district, stated last month that he was hopeful 
of a public works allotment soon for construc- 
tion of the project. Hardenbrook said re- 
ports of the PWA power, engineering and 
legal division, were in the hands of Colonel 
Horatio B. Hackett, assistant PWA adminis- 
trator. 
He said he believed PWA officials were 
convinced the revenue bonds which would se- 


cure a proposed $814,000 loan for the project 
were the best type of security the government 


could obtain on this kind of work. The bonds 
would be payable from the funds derived 


through water rental and power sale. Be 
sides the loan the PWA also has been asked 
for a $666,000 grant. 

Mr. Hardenbrook said he had been advised 
that relief demands and drouth conditions “are 
going to play a large part in the PWA’s policy 
toward projects of this type in the agricul- 
tural drouth sections.” He stated he was 
hopeful of early action because of this. 


New York 


Phones Tapped 


NVESTIGATORS under the direction of Paul 

Blanshard, commissioner of accounts, and 
Irving Ben Cooper, his special counsel, have 
tapped the telephone lines of the New York 
city fire department’s telegraph bureau in an 
effort to break up a stream of illicit calls to 
fire insurance adjusters, newspapers, and book- 
makers, it was learned recently. 

Nine of the twenty-three telephone opera- 
tors assigned to the bureau have been trans- 
ferred from one borough headquarters to an- 
other since June 18th in a drive against the 
practice, it was learned, but this action has not 
completely ended it and the investigation will 
be continued. 

It was said that the wire tappers have dis- 
covered that about 50 per cent of the unau- 


thorized calls go to fire adjusters, about 10 
per cent to newspapers, and the remainder to 
bookmakers or personal friends. 


Phone Rates Reduced 


HE public service commission on July 9th 

announced that the Orange County Tele- 
phone Company would place reduced rates in 
effect August Ist, designed to save subscribers 
$9,700 annually. The reductions, the commis- 
sion said, would consist of the elimination of 
the extra charge for hand-set telephones, cuts 
in the service connection and move charges, 
adoption of the modification in intrastate toll 
rates up to 40 miles, and a cut from 75 to 
cents in the monthly charge for residence ex- 
tension stations. 


North Carolina 


Competitive Controversy 


HE first competition between a North 
Carolina private utility and a Federal- 
financed coéperative rural electrification proj- 
ect has appeared in Johnston county, Director 
Dudley Bagley of the state rural electrification 
authority said last month. 
Conflict over the construction of lines in 
the county between the Johnston county local 
membership corporation and the Carolina 


Power and Light Company of Raleigh was 
said to be largely the result of some of the 
residents of the county expressing prefcrence 
for the private utility lines after both organ- 
izations had surveyed projected extensions. 
The Federal Rural Electrification Adminis- 
tration has alloted the county committec $80,- 
000 for the construction of 78 miles of lines, 
only a small part of the $300,000 originally 
sought by the codperative. However, the co- 
éperative has secured a proposed contract for 
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can be wrapped 
around its own diam- 
eter without breaking 
or flaking its corro- 
sion-defying zinc 
coating. 





hey outlast all others 


cause they can 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°F AETHANIIEZ WIRE 
OR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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power at wholesale rate from State Utilities 
Commissioner Stanley Winborne and Wash- 
ington authorities have approved the agree- 
ment. The power would be purchased from 
the Carolina Company. The Federal authori- 
ties were reported to have expressed a desire 
not to compete with any existing agency. 


Seek Rural Electrification 


HE 1,200 inhabitants of Harkers’ Island 
off the coast of Carteret county, the source 
of many news stories in the past due to their 
remoteness from the mainland, were reported 
last month to be seeking a closer contact with 
the state by means of rural electrification. 
In a recent letter to Director Dudley Bag- 
ley of the state rural electrification authority, 
it was stated that the-people are very much 
interested in the project. Mr. Bagley has 
conferred with the Tide Water Company, but 
the company has replied that the cost of lay- 
ing a “submarine” cable across the sound to 
the island is too expensive and mentioned the 
possibilities of the highway and public works 
commission constructing a bridge to be used 
to carry the current. 


State Radio System Planned 


INAL decision on the actual allotment of 

funds for the construction of a statewide 
short-wave police radio system for the high- 
way patrol and codperating law enforcement 
agencies was expected to be made at the reg- 
ular meeting of the state advisory budget 
commission sometime during the first week in 
August. The allotment of funds was to be 
made from the highway funds and would sup- 
plement an undetermined amount available 
from the regular appropriation to the highway 
safety division. 


Cost of installation, it was said, would mp 
around $165,000, which includes the bes: equip- 
ment available, and operation costs were est}. 
mated at between $30,000 and $40,000 a year, 


’ Approximately $100,000 of the ins:allation 


cost would come from highway funds. 


Argues Fairness of Ratss 


RGUMENTS as to the fairness o! rates 
charged by the Smoky Mountain Power 
Company in Bryson city were heard by the 
state utilities commission last month despj 
the contentions of the utility’s attorncys that 
the state authorities have no power urder the 
law to regulate the charges there. The munic. 
ipality wants lower rates. 

Former Superior Court Judge Bryson 
argued the commission had no authority in 
the case in view of the fact that the municipal- 
ity owns the property and has merely leased 
it to the power company. Commissioner 
Stanley Winborne ruled the commission had 
the power under state statutes to determine 
the fairness of the rates charged where “the 
contract entered into by the municipality and 
the utility provides the lessee pay to the lessor 
a certain amount and keep all over and aboye 
that amount. .” The commissioner also 
said the matter of actual value of the property 
would be studied. 

This move was contested by the municipal- 
ity’s attorneys on grounds that the power 
company is not the actual owner of the 
property and that value should not be con- 
sidered in rate fixing. 

The municipality, which leases the property 
to the Smoky Mountain Power Company for 
$12,500 a year, petitioned the state utilities 
commission for lower rates, alleging there 
were certain discriminations between users 
in the rates now charged. 


Ohio 


Outside Sale Threatened 


Posemane that the municipal light plant of 
Columbus may be compelled to relinquish 
part of its commercial or domestic load in or- 
der to supply current for the new $3,700,000 
sewage disposal plant nearing completion was 
seen by city officials last month. 

With the plan for the new $1,000,000 ex- 
tension to the light plant securely tied up in 
the Federal court because of an injunction 
brought by the Columbus Railway, Power & 
Light Company, Service Director Llewelyn 
Lewis was reported not counting on a settle- 
ment of this case in the near future. Conse- 
quently, plans for the generation of current for 
the new sewage disposal plant are being pre- 
pared and contain a provision that half the 
current must either be supplied by the light 
plant or must be purchased from the railway 
power and light company. 


The city administration was expected to 
take the view that the light plant should pro- 
vide current for municipal operation needs 
before selling its surplus to outsiders and, 
therefore, since the light plant now operates 
at peak load, it will be necessary for the divi- 
sion of electricity to relinquish part of its 
customers in order to supply current to the 
disposal plant. 


Commission Order Affirmed 


HE Ohio Supreme Court on July 22nd af- 

firmed “in all respects” the order of the 
state utilities commission directing the Ohio 
Bell Telephone Company to refund Ohio sub- 
scribers $11,832,264. Six of the seven judges 
concurred in the decision, the seventh not par- 
ticipating. , 
e decision climaxed a 12-year battle of 





Public Utilities Fortnightly 


ot O ficient, Low-Cost Handling 


@ Link-Belt equipment for the power plant includes conveyors of the belt, 
apron, flight, screw and other types; bucket carriers; skip hoists; crushers; 
feeders; weigh larries; car dumpers; water intake screens; locomotive and 
crawler type cranes; underfeed screw type stokers; portable belt conveyors; 
bu-ket elevators and a complete line of accessories—equipment that has 
bu.it into it tried and proved features, demonstrated as sound and practical 
in :undreds of power plants. 

‘end for catalog. Address Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
A ta, San Francisco, Toronto, or any of our offices located in principal cities. 


LINK-BELT 


AND ASHES HANDLING EQUIPMENT 
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Ohio telephone users to obtain lower rates and 
to collect the amounts paid during that 
period under protest as excessive. The Ohio 
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Bell Telephone Company was expected to 
carry the case to the United States Supreme 
Court. 


¥ 


Pennsylvania 


Proposal Contingent on 
Franchise Rights 


TS Harrisburg Railways Company last 
month made a formal offer to the city 
council to pay the same 3 per cent gross re- 
ceipts tax on its motor bus business done in 
Harrisburg as it has been paying since 1903 
on its trolley business within the city, it was 
disclosed by City Highway Director William 
J. Fickes. 

The offer was contingent on the city coun- 
cil granting to the bus company, officially 
known as the Transit Company of Harrisburg, 
the same general franchise privileges as are 
enjoyed by the Harrisburg Railways Com- 
pany under an ordinance of September 11, 
1903, plus the stipulation that council agrees 
to permit exchange of bus privileges for ex- 
isting trolley operating rights. 

In addition to offering this gross receipts 
tax, the Harrisburg Railways Company, which 
owns the bus company, has offered to give an 
unannounced stipulated sum of cash to Harris- 
burg to be used when and as needed for lay- 
ing asphalt paving where track is removed 
or altered, and to remove snow from certain 
specified city streets. 

If approved, the calculation of the 3 per 
cent gross receipts tax would begin as of the 
approval date. 


Motor Board Appointments 


HAIRMAN C. J. Goodnough, of the public 
service commission, last month appointed 


C 


Examiners Russell Wolfe, Philadelphia; Wil- 
liam E. Best, Pittsburgh, and Thomas M. 
Kerrigan, Harrisburg, to act as additional al- 


ternates on the joint board establish 4 by the 
new Federal Motor Carrier Act. ‘hey yilj 
represent the commission at hearin; before 
the bureau of motor carriers of the ° tterstate 
Commerce Commission. 


Seeks Permission to 
Purchase Utility 


Paes to buy the entire cap:al stock 
of the Glen Rock Electric Light and Power 
Company for $391,631 was sought in « petition 
of the York Railways Company filed July 
15th with the state public service commission, 
The power company’s lines cover Glen Rock 
and other York county towns and townships 
adjoining the territory served by the Edison 
Light and Power Co. The Railways Com- 
pany owns the common stock of the Edi- 
son. 

Granting of the application, it was contend- 
ed, would result in economy and efficiency 
through joint operation of Glen Rock and 
Edison service. 


Rules on Water Tax 


AS a result of many inquiries, Secretary of 
Revenue John B. Kelly on July 8th an- 
nounced that gross receipts of municipally 
owned water companies from the sale of water 
for domestic uses beyond the limits of the 
municipality are not subject to taxation. 

Up to 1935 municipal sales. of water were 
not taxed. The purpose of the amendment of 
the act of 1935 was to increase rates tempo- 
rarily and to include municipalities to a 
limited extent. 


¥ 


South Carolina 


Report on Santee Cooper 


(as Olin Johnston on July 14th made 
public a report of the South Carolina 
Public Service Authority which stated none 
of a $95,000 Federal allotment for the Santee- 
Cooper power project had been expended, and 
that state expenses amounted only to $9,668 
since the authority was founded. The report 
was sent the governor, as ex officio chairman 
of the advisory board for the project, by 
Major Burnet Maybank of Charleston, chair- 
man of the authority. 

It covered the 2-year period ending June 30, 
1936, and reviewed legislation and litigation 
leading to the present status of the $37,500,- 
000 project. The authority was “ready to be- 


gin construction of the project” in December, 
1935, it said, but four power companies filed 
Federal court suits attacking it as unconstitu- 
tional. 


Commission Reopens Case 


HE state public service commission last 
month reopened the Columbia street caf 
substitution case by setting a hearing for early 
in August on the petition of the Broa: River 
Power Company for the elimination 01 condi- 
tions attached to the commission’s order re- 
quiring the complete substitution of bu:ses for 
street cars in the city. 
The order setting the hearing was ad.|ressed 
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To supplement your organization ...to save you the cost of 
breaking in additional linemen . . . to enable you to avoid discharg- 
ing new men when projects near completion. . . 

To build rural lines on a production basis at surprisingly low 
costs ... to save you time and trouble as well as money, on your 
extra rural or transmission line construction. 

These are the services Hoosier Crews have been performing for 
17 years and are ready to perform for you. 


DOSIER ENGINEERING COMPANY 


46 SO. 5th ST.,COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd. 
Montreal 
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to the Broad River Power Company and the 
city of Columbia, which requested the sub- 
stitution, and to the towns of Eau Claire and 
Arden and the North Columbia Land Com- 
pany which opposed it. 

A representative of the commission ex- 
plained that under a decision of the state 
supreme court, the commission lacked the 
authority to change the terms of its own or- 
ders so far as findings of fact are concerned 
without first holding a formal hearing at 
which all parties of interest may be heard. 
It was indicated that at least parts of the 
original order would be modified. 

In addition to setting the hearing on the 
power company’s petition, the commission al- 


so suspended for the time being a provision of 
the substitution order setting July 15th as the 
final date for the power company to file its 
acceptance of the terms of the order with the 
commission. 

The power company in its petition for re. 
vision of the substitution order, asked the 
elimination of a provision requiring the cash 
purchase of busses to be used in the service; 
of a provision that the commission retain the 
right to rescind its order if any portion of it 
were adjudged invalid; of a provision re- 
quiring the company to agree not to introduce 
the commission’s order in evidence to support 
any allegation of change in its responsibility to 
render transportation service. 


Tennessee 


Files Protest 


PROTEST against a move by the Tennessee 

Valley Authority to compel the Southern 
Railway to abandon its 1l-mile branch be- 
tween Vasper and Lafollette, Tenn., was filed 
with the Interstate Commerce Commission on 
July 13th by Campbell county and the city of 
Lafollette, Tenn. 

Asserting that a portion of the line will be 
inundated by rising waters behind Norris dam, 
the TVA has asked the ICC to compel the 
Southern to abandon the branch. The South- 


ern has objected, contending the government 
agency should make some arrangement for re- 
locating the line. 

The TVA, it was said, has acquired 1,200 
pieces of real estate in Campbell county, caus- 
ing its withdrawal from taxation and resulting 
in a revenue loss of $22,000 annually. If the 
Southern branch were discontinued, it was 
said, Campbell county would lose an addition- 
al $1,157 of tax revenue each year. The coun- 
ty has a heavy bonded indebtedness, the pro- 
test continued, and the loss of this taxable 
property is a very serious matter. 


Washington 


Taxi Fares Increased 


EGINNING August 25th Seattle taxicab 

fares will be increased 5 cents a mile to 
meet the increased wage scale recently granted 
by arbitration to the taxicab drivers. A ma- 
jority of the city council went on record for 
the fare boost on the plea of major cab com- 
panies. Independent operators, said the pay 


raise was possible without an increase to cus- 
tomers. 

The present minimum fare of 25 cents, 
covering the first quarter mile of travel, will 
stand unchanged. 

Riders will be called on to pay 10 cents 
for each additional half mile of travel in- 
stead of the present rate of 10 cents for 
each additional two-thirds mile. 


Wisconsin 


Accuses Utilities 


bho rates, said to be the bugbear 
of Wisconsin’s rural electrification co- 
Operative projects, throttle the progress of the 
state’s REA program, according to Orland S. 
Loomis, state REA director. In discussing 
the situation last month, Mr. Loomis insisted 
that attempts are being made by private elec- 
tric companies to cripple REA projects. 

Mr. Loomis said the Dane-Iowa county 
electric codperative was “one of the outstand- 
ing examples of the failure of a private com- 
pany to codperate in bringing electric service 
to 450 farmers near Middleton.” The state 


public service commission has ordered an in- 
vestigation of a wholesale rate asked of the 
Madison Gas and Electric Company for this 
project. 

In a complaint to the public service com- 
mission, Loomis pointed out that the failure ot 
the company to agree to serve this territory 
has caused the codperative to be in default up- 
on its loan contract and has caused nearly 
farmers desiring electricity to remain without 
it. 

Mr. Loomis told the commission “the com- 
pany is designedly delaying and procr stinat- 
ing with the purpose of defeating the coop- 
erative effort of these organized farmers. 
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different uses. 
Lead is of great value in some paints yet in others ONE 
it is a detriment. Similarly linseed oil is indispen- OF 
to cus- sable in some paints while in others china wood oil 71 
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«TY | BOILER .. SAFETY 


DAVEY LINE CLEARING SERVICE 


Can You Get Davey Men Ouickiy 
THAT WHISTLE @ 
SOMETIMES when you want men to help you with yg 


tree interference problems, you want them right now 
or even yesterday. 


Well you can’t get Davey men in a minute, but no 


BLOWS matter where you are, from Canada to the Gulf of Mexico, 


from Minnesota, lowa, Kansas, Texas to the Atlantic sea. 


my. \ 5 


N 
2 


a. 


board, Davey men are near to you. No other compan 
WHISTLE WITH PIERCING BLAST doing line clearing work has such a far-flung g organization, 


And that means that when you meet an emergency 

face to face, and need men quickly, Davey can suppl 

EXTRA beg Mi Mond you with experienced tree workers from quite owt 

WITH “ oo pal They'll be on the job with almost as much dispatch as 

. fire department. Only a national organization could hope 
LVE ~~ to give you such ice. If try i "Il like i 
PROOFED FLOAT RODS OF give y : uch service. you try it, you’!! like it, 

AGAINST LEAK OR CHROME STAINLESS Davey line clearing may include a number of other 

STEAM-CUTTING BY STEEL things that will prove especially helpful. !t ought to be 

SPECIAL SEATS AND worth a longer look. 
DISCS 
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EXTRAORDINARILY ; 
BUOYANT FLOATS GUARANTEED THE DAVEY TREE EXPERT CO., Kent, Ohio 


INSTANTANEOUS as DAVEY TREE SURGEON 


MONEL FLOATS 
—WORKS 4 TIMES 
AS FAST AS OTHER 
TYPES 



































RELIANCE er DIRECT OPERATING The Trend 


MECHANISM 


@ If you don’t have absolute certainty that to Dictaphone 


a safety device is always going to work, it 
simply isn’t a safety device. 


Reliance boiler alarms qualify. They work Sweeps On 


every time. Low water, high water—the 

whistle blows, the electric signal is given. “ 

Instantly! No puttering sluggishly around, To your secretary, it means all 

no delay to overcome inertia. Alert, almost . - . 

nog ‘the Reliance responds immediately ne that note-taking time is r eleased 

less than a quarter inch variation in water for valuable work To you it 
° , 


level. 

Free working mechanism does it, activated means instant dictation facili- 

ee ee ee See. ties always available, without 

When you need your low water alarm you dependence on any body else. 
need hit instantly, su surely. Specify That’s why we say this modern 

dictating instrument doubles 


your ability to get things done. 
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The Reliance Gauge Column Co. 
5930 Carnegie Avenue DICTAPHONE 


Cleveland, Ohio Sales Corporation 
e 420 Lexington Avenue 
New York City 


BOILER ~.SAFETY ‘!' BOILER 


SAFETY WATER COLUMNS 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











uickly 
OU with your 
right now 


nute, but no 
f of Mexico, 
Atlantic sea. 
er company 
rganization 


} emergency 
Can supply 
site nearby, 
Spatch asa 

| Could hope 
ke it, 


Der of other 
Ought to be 


gust 13, 1936 Public Utilities Fortnightly 





Dependable servicelong hours 
of it--on and off-off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial Alash- 


lights and batteries have proven they can 


Pictured here, the fa 
anteed foolpr 


take it. That’s why each year more and more 


Switch---exclusively 


utilities specify “Ray-O-Vac”. 


¢ 
Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT — MADISON, WISCONSIN 
Additional Factories at Clinton, Massachusetts, Lancaster, Ohio 
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SANGAMO TYPE L-2 METERS SINGLE DISK 


TWO-ELEMENT METERS 7 
a 
4 









The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are 
designed for modern "A" and "S" 


mountings, thus combining conven- 


Fie 


ience in installation with a minimum of 


& a fh: hen, 


space requirements. Electrical char- 
acteristics meet all the requirements TYPE L-2-S 


for modern meter accuracy and per- = oe 





formance. 


Modern Meters for Modern Load 


Sw ECP.’ Roden 5 i ome a kommecel i y-V py 


SPRINGFIELD, ILLINOIS 
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DELTA-STAR ELECTRIC CO 
2400 Block, Fulton St., Chicago, Illinois 
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No. 7 of a series of messages to Public Utility executives pointing out oppor- 
tunities for load-building by promoting the use of electric arc welding. 


A profitable motor load for 


very Welding Arc 


Free 


Insteuction 
por Power 
Salesmen 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Cleveland, Ohio. 


When you start a shop on the road to arc welding profits, 
you build the foundation for a load that is extremely 
profitable for you to handle. Every welding arc averages 
1.75 K.W.H. per pound of electrode used. And these 
K.W. Hours have the high power factor characteristics 
of an induction motor load. 


Acquaint yourself with the vast welding market that has 
not yet been touched! We can point out scores of metal 
working plants that are probably not on your present 
power sales calling lists—potential users of arc welding. 
May we be of service in helping you to swing them over? 
THE LINCOLN ELECTRIC COMPANY. Dept. YY- 
290, Cleveland, Ohio. Largest Manufacturers of Arc 
Welding Equipment in the World. 


The average welder 
uses a pound of 
electrodes in 3 to 7 
minutes. This re- 
quires 1.75 K.W.H. 
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CiTiES SERVICE LUBRICANTS 


the most delicate precision machine, 
Cities Service stands ready to supply 
the exact lubricant needed. 


Backed by 73 years of petroleum ex- 
perience, Cities Service engineers can 
recommend authoritatively the proper 
lubricants to be used. Wherever moving 
surfaces come together, at all speeds, and 
at all loads—whether heavy greases are 


ing surfaces that must carry treme 


dous loads or the lightest and pur 
lubricating oils are demanded { 
delicate precision machines—there 
a Cities Service lubricant to me 
every requirement. 


A Cities Service engineer will be glad 
discuss your lubrication needs with you. 


CITIES SERVICE INDUSTRIAL Ol 





Cities Service Radio Concerts—Fridays at 8:00 p.m. E.D.T., over WEAF and 38 NBC 


te, 
“f 
. e % 
meet every industrial specification! 
From the most powerful turbine to required for massive gears and be 
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This efficient 


ELLIOTT 
ONDENSER } 


: mm helps to keep 
; bower costs down 








ELLIOTT CONDENSER IS EFFICIENT 
because it is designed by engineers 
who have fitted a flexible condenser 
design to the specific requirements 
of the installation. Such things as 
load factor, quality, quantity, and 
temperature of water available, 
operating charges, etc., are given 
careful consideration. In the con- 
denser, the design always points 
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Elliott 27,000-sq. ft. twin water-box 
face condenser serving 20,000-kw. turbi 
in the plant of the Ohio Edison Com 





at Springfield, Ohio. At the left of the 





picture, near the floor, in the verti 
pipe line, is an Elliott Twin Stra 


towards maximum transfer rates, 
minimum pressure drop, effect- 
ive cooling of non-condensables, 
and hot oxygen-free condensate. 
That’s why Elliott condensers 
are efficient and why they help to 
keep power costs downin any plant. 
The installation of an Elliott 
condenser is a guarantee of good 
condenser performance. 








TU[e)) 





COMPANY 





Heat Transfer Department: JEANNETTE, PA 
District Offices in Principal Cities 
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for GENERAL UTILITY 


@ The many ways in which Barco Gasoline Hammers vill 
prove useful in company operations would make a list too 
long to print here. Some of them will only be discovered 
in emergencies by a regular Barco user. 


Public’ Utilities have a wide use for a portable power han- 
mer which one man can transport and operate. Ask for 
descriptive bulletin giving operating principles and low cost 
of these hammers. Then discover the many jobs on which 
they will save a tenth of the investment. 


BARCO MANUFACTURING CO. 


1803 W. Winnemac Ave., Chicago, Ill. 


BARCO,,. ssa 
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Here’s a Bill Printing Machine that can be 
used with ANY Addressing Machine 


Instead of continually paying money for pre-printed bills, convert your present address- 
ing system into a combination printing and addressing system. You can readily do 


Elliott Bill Printing Machine 


This machine will pull blank paper, from rolls, under the addressing head of your 
present addressing machine to receive the addresses. It will then continue feeding 
this paper through the printer (shown above at the right), where it is printed on the 
front and back, scored, dated and chopped off. 

With the Elliott Bill Printing Machine you not only save on printing bills, but you 
speed up your addressing operation, as it is really an automatic feed through the 
addressing machine instead of a hand feed. 

Here is something new, designed to bring the advantages of bill printing to those 
who do not desire to make extensive changes in their addressing system. The Elliott 
Bill Printing Machine can be used in conjunction with any model of any addressing 
machine now used for Utilities’ billing and with any kind of an addressing medium. 


Write NOW for details of this time and money saving combination. State 
what addressing machine you are now using, size of list, etc. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
Manu :«cturers of Hand and Electric Addressing Machines for Every Need and Purpose 
INCORPORATED 1900 -: RATED AAAI 


175 ALBANY STREET, CAMBRIDGE, MASS. 
SALES AND SERVICE OFFICES IN ALL PRINCIPAL CITIES 
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“Think... you’re going to invest a lot of money in 
Water Meters... you want to protect that money... 
you don’t want a lot of obsolete meters on your hands 
a few years from now ... I’ve found it pays to buy 
Quality in Water Meters . . . Quality that gives you 
sturdy, simple, true-running accurate meters. . . meters 
in which the Interchangeability of parts wipes out 
depreciation .. . and they should be backed by a 
record of actual service—”’ 


Neptune Meter Co., (Thomson Meter Corp.) 50 West 
50th St., (Rockefeller Center) New York City .. . 
also . . . Neptune National Meters, Ltd., Toronto, 
Canada. 


and Lambert WATER METERS 
Made and Sold....OVER 6 Million! 
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PRESCENT 


Takweniehasye 


WIRE* CABLE 


@ CRESCENT'S service to public utilities 
is measured by the quality and variety of 


products manufactured, and by the ease 
with which warehouse stocks may be se- 


cured. The results of nearly half a century 





of manufacturing experience 
CONTROL CABLE 
DROP CABLE 
cap OF CABLE ie | are at your service when you 
MAGNET WIRE 
PARKWAY CABLE 


PsteviceenTRANce USE CRESCENT WIRE 


SIGNAL CABLE 
@ VARNISHED CAMBRIC 
CABLE 


§ WEATHERPROOF WIRE 


ll types of Building Wire 
nd all kinds of Gecsist 
ables 1 meet A.S.T.M. 
RA, i.P.C.EA, and ail 
Railroad, Government and 


tility Companies’ Specifi- 
ations. 
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Above: International  whed 
a” industrial tractor. The Inte 
tional line of industrial 5 
n (gasoline and _ Diesel) _ inc 
Love daienignain wheel-type trac 
lll TL TTR 
Industrial Power ; 


August 13 #.. 


stationary power units from 12 
to over 100 h, p., and 1% to 
engines for light- duty service, 


to Handle the Tough Jobs 


INTERNATIONAL HARVESTER’S 
long experience as a manufacturer of trac- 
tors and power units is the most reliable 
guide to follow when you need industrial 
power. 


To get the real lowdown on Interna- 
tional Industrial Tractors and Power 
Units, trust the men who have put this 
equipment through its paces. Then you 
will have a good idea of what Internation- 
al Power can do on your jobs. No matter 
how tough the work, if it’s in Internation- 


al’s power range you can expect the uti 
in results. And, good as Internatie 
performance is, it becomes all the bet 
when the cost sheets are figured and 
find out about economy. 


Keep this fact in mind also—no m 
where your jobs are, International 
standard service is close by to keep 
equipment on the job. For detailed im 
mation, call on the nearby Company-ow 
branch or authorized industrial dealer. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 





Chicago, Illinois 


INTERNATIONAL HARVESTE! 
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PIPE 
OPFERS 


Z HANDLE & 
LOCKING SLEEVE 2 


<2 =i 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 

Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 
FETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 








Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
““Non-Corrosive” Pressure and Vac- 
uum Gages — Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 

New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 
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Step Up Your Sales 
with L&H Electric Ranges 


Here’s the balanced, distinctive line 
for ready sale and maximum turnover. 
Exclusive features . . readily dem- 
onstrated . . help you step up sales 
and increase your profit per unit. Get 
the facts about L&H quality built 











ranges! 
: A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE WISCONSIN 
New York Chicago San Francisco 
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ELECTRIC RANGES 
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STEEL BUILDINGS 


Thousands of miles of transmission towers... structural 
work necessitating highly specialized fabrication... 
enormous areas of Electroforged open oes 7 .stand- 
ard steel buildings for all uses. ..gas cleaners for natural 
gas lines. . . steel forms for concrete tunnels, walls, etc., 
... Steam purifiers, desuperheaters...clamshell buckets 
... and other products of Blaw-Knox manufacture are 
at work for the Public Utilities of America. 

The fact that Blaw-Knox Products are in accord with 






be 3 
=— 


GAS CLEANERS 





TRANSMISSION TOWERS | OY 







CLAMSHELL BUCKETS 





the rigid standards of Public Utility is 
chasing is proof not only of the merit of ti 
products themselves but of the house behiad 
the products. 


BLAW-KNOX COMPANY 


2067 FARMERS BANK BUILDING, PITTSBURGH, PA. 
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TAYLOR 


COMPLETE COMBUSTION 


TAYLOR STOKERS 
AECO FURNACES 


(Water Cooled) 


AECO ASH HOPPERS 
mically 


Correct 


ND WE CAN PROVE IT! 

















@- 


(ERICAN ENGINEERING COMPANY 
NYBtrapeLpHIA e« PENNSYLVANIA 
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Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for ac- 
count or service information is supplemented by Dictograph-Telematic which 
assures quick correct responses while still holding outside phone connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City for full information—No obligation, of course! 


(S| DICTOGRAPH-TELEMA 
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PITTSBURGH EQUITABLE METER CO 


MERCO NORDSTROM VALVE CO 


MAIN OFFICES PITTSBURGH. PA 
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FOR DEVELOPMENTS IN OIL RESISTAN : 


Consult 


YOUR 


ARCo 
Library 
Bi 

Paints 


CAterr Engineering 
and Purchasing Depart- 
ments are invited to 
send for this essential 
Library of Maintenance 
Data...including (1) Up- 
To-The-Minute Releases 
from the ARCO Research 
Laboratories; (2) Cum- 
ulative development, 
in ready reference form, 
of 57 years’ experience 
in formulating mainten- 
ance paints for Public 
Utilities. Address: De- 
partment F, THE ARCO 
COMPANY...CLEVELAND 
ro) a OW) 1C] 4 8 ee 


MAINTENANCE 
PAINTS | 
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Among the operating economies inherent to A. C. S. R. 






Ny 


ansmission lines is lower corona loss. The engineering 
pason is so simple that the plain fact has become an 
iom among transmission engineers. Aluminum Company of 


merica, 2134 Gulf Building, Pittsburgh, Pennsylvania. 
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SALES ACTION! WITH THE 1936 


ESTATE GAS RANGE 


TRIKINGLY beautiful — super-practical 

—outstanding in sales clinching power 
. . . That’s the 1936 Estate! With Fresh- 
Air Oven—Leveracks—Waist-High Draw- 
er-Type Broiler — other dramatic new fea- 
tures. No other line of gas ranges can 
give you so much SALES ACTION. 


THE ESTATE STOVE COMPANY 
HAMILTON, OHIO 

























Hook Them 
Up This Mod- 











USE DOUBLE SEALS FOR ECONOMY 
TIGHTER COPPER CONNECTIONS 










Smaller copper tubing wi : Ye 
A e g will do the job 
heavy, iron pipe. Fewer fittings - bss — better than ~ 1. Flav 
tubing bend ed, for smooth cop 

§ bends replace many fittings. BUT MOST IMPORTANM, ,.° 


ph JOINT ITSELF. Double Seals provide the stronge 
with oF joining copper tubing. They are copper to copy 
ce Ae — a ag required. They will stay tight despi 
ee, rd 


um, freeze and heat \a oratories. Write 
























stresses, details 


HAYS MF6, CO, ec / ERIE, PENNA 
Specify HAYS DOUBLE SEALS 


ment) 
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_Muminum Ware 


Yov 
ELECTRIC RANGE 
COOKERY 


Years Ahead In Features 


1. Flavo-Seal Covers seal in flavor and 
food value. 

2. Heat-resisting bakelite cover knobs. 

3. Triple-thick—heats quickly and thor- 
oughly. 

4, Dutch Oven has trivet. 

5. Flat bottoms—snugly fit heating unit. 

6. Rounded corners are easy to clean. 

7. Rectangular handles will not turn or 
loosen. 





A Matched Set for All 
Cooking Needs 


Cooks food the healthful waterless way. 
Economical—prevents food shrinkage. The 
triple-thick aluminum with straight sides 
and flat bottoms saves fuel. Set consists of 
a 5 quart Dutch Oven, 2, 3, and 4 quart 
Sauce Pans, and a 10 inch Covered Skillet. 


Increases Electric Range Sales 
Convenience and economy features create 
satisfied customers. Write for full information 
on how the new DeLuxe set increases electric range 
sales. 


WEST BEND ALUMINUM COMPANY 


Dept. 66 


West Bend, Wisconsin 
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UNITED STATES POWER PROGRA 


CHART NO. 2 / 





Outline map (1 7" x 28") showing names and locations of Federal financed 
power projects. Colored symbols are used to designate types of projects. 


This chart covers a survey of the Federal, State and municipal electric 
developments included in the power program of the United States govern- 
ment. It presents a comprehensive picture of the tremendous scale upon 
which the Federal government has inaugurated its power program and in- 
dicates also the large sums that will be required to complete the work al- 
ready started. 


STATISTICAL TABLES 


1. Summary showing total estimated ex- 3. List of State and District projects, 
penditures required for each group of ving total estimated cost, amount al- 
projects, amount of appropriations, located by Federal government, amounts 
loans and gifts and amount expected to of loans and gifts. 

be repaid by borrowers. 4. List of manicipelition receiving rd 
2. List of Federal projects, giving total Sf loans and gifts fo cach place propos 
estimated cost, amount appropriated, ing to establish a plant in com 

and amount remaining to be supplied to with, or in lieu of, a private utility now 
complete work. serving the community. 


Price, $1.00 Per Copy 
Size, 32" x 43"— Suitable For Framing 





P. U. R. Executive Information Service, 
1040 Munsey Bidg., Washington, D. C. 
ip angles copy (les) of Chart No. 2 of the U.S. Power Program, for which check 


Name 
Address 
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Through Taylor Dial Thermometers read clearly. . . 
accurately... unfailingly... the temperature.picture 
at important points in power production 


YHERE no permanent record is 
needed . . . where no comparison 
mperatures during a twelve or 
ty-four-hour period is desired . . . 
where there must be a constant 
k on temperatures, use Taylor Dial 
mometers to watch them for you. 
ylor Dial Thermometers meet ex- 
bg demands for accuracy, durability 
long service. They are simple and 
Hy in design, and are the product of 
men who combine knowledge of. 
strial and scientific needs with super- 
skill in construction. 
Mercury-Actuated type of ther- 


mometer is particularly designed for use 
where operating conditions are severe. 
It is efficient anywhere within limits of 
minus 40° F. and plus 1000° F. 

The Vapor-Actuated type is especially 
useful where very open scale divisions 
are needed over a restricted working 
temperature range. It can be used for 
temperatures up to 660° F. 

Because of the fine accuracy and un- 
usual durability of all Taylor Dial Ther- 
mometers, users find that it is worth 
while to standardize on them through- 
out their plants. Discuss their use with 
a Taylor Representative, as we hope 


the exact temperature 


through these" EYES”... 


you will talk over any of your problems 
of temperature, pressure or flow control. 
See him about details on Taylor indicat- 
ing, recording and controlling instru- 
ments and on Taylor Control Systems 
specifically for use in Power Plants and 
in the distribution of power. Taylor 
Instrument Companies, Rochester, N.Y., 
or Toronto, Canada. Manufacturers in 
Great Britain—Short & Mason, Ltd., 
London, England. 


ee 


TEMPERATURE, PRESSURE «nd 
FLOW INSTRUMENTS 
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VARI-IYPE 
COMPOSING MACHINE 


Type instantly interchangeable. ¢ Spacing variable vertical an 
horizontally. © Carbon paper or cloth ribbons. © Print 


Bold Faced Headings. 


Essential wherever stencil duplicators or offset photography 


No other machine like it at any price. Saves its cost quickly. 
is employed. Beautiful work. « « « « 


— Write for Demonstration —— 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE a» NEW YORK, N. Y. 


VGIECAN, 








ivt a"8 
“a5 g "4h 


VULCAN SOOT BLOWER CORPORATION 
CDu Bors C Pennsylvania 
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Which Is More Important In The Boiler... 
WATER or FIRE? 


The Kisco Master “Bal- 
anced-Lever’’ Water 
Level Switch and Boil- 
er Watchman with Re- 
mote Signal Alarm 


PROTECTS THE HEART OF YOUR PLANT... THE BOILER 


The Kisco Master “Balanced-Lever” Switch Control was designed to eliminate guess- 
work. It performs 5 Important Services: 

. Controls an Electric or Steam Pump 

. Cuts out a Stoker or Oil Burner in case of Low Water Conditions 

. Light Signals show condition of Water Level at a glance 

. Sounds a Low Water Bell Alarm 

. Sounds a High Water Buzzer 
The remote signal cabinet can be placed conveniently and registers the water level in 
the boiler automatically. 
This Kisco Boiler Watchman eliminates guessing and provides Safety. Designed for 
Boilers up to 1000 H. P. 
The Kisco Master “Balanced-Lever” Switch is included as standard equipment with 
all Kisco Automatic Water Feeders and Return-to-Boiler Systems for boilers of 100 
H. P. and larger. 





Cll These Books Contain Addi- 
og —_ tional Information on Kisco 
Labor and Fuel Saving 
Equipment. Write for your 


copy; also specify Bulletin 
P.U. 731. 




















KISCO BOILER & ENGINEERING CO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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INDEX TO ADVERTISERS 


A 
Addressograph-Multigraph Corporation 
Aluminum Company of America 
American Coach & Body, The 
American Engineering C 
American Street TMluminating 
Anchor Post Fence Company 
Arco Company, The 


























Babcock & Wilcox Company, The 
Barber Gas Burner Company, The 
Barco Manufacturing Company 
Black & Veatch, Consulting Engineers 
Blaw-Knox Company 
Buffalo Forge Company 
Burnham Boiler Corporation 
Burroughs Adding Machine Company 





























Cc 


Carter, Earl L., Consulting Engineer 
Chapman Valve Manufacturing Company, The 
Cheney, Edward J., Engineer 
a asda dp putncenauepecadiigoeninanincinnistipubetbaipestapensioiinieees ; 
Cities Service Company 
Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Company. ...................20.-.00:.-cscseccecsecsecssenentecensessesensnesenensenetensseses : 
Copperweld Steel Company ...... ; 

Coxhead, Ralph C., Corporation 
Crescent Insulated Wire & Cable Company, Inc. 





























D 
Davey Tree Expert Company, The 
Delta-Star Electric C pany 
Dennison Manufacturing Company .. 
Dictaphone Sales Corporation 
Dictograph Products Company, Inc. 
Ditto, Ine. 








Electric Storage Battery Company, The .. 
Elliott Addressing Machine Company, The . 
Elliott Company 

Estate Stove Company, The 








F 
Ford, Beacon & Davis, Inc., Engineers .... 
Forest City Foundries Company, The ... 
Frigidaire Corporation 











G 
General Electric Company 
Golden-Anderson Valve Specialty Company 
Goodrich, B. F., Company, The 
Grand Rapids Loose Leaf Binder Company 
Grinnell Company, Inc. 

















H 


Hammermill Paper Company 
Hays Manufacturing Company 
Hoosier Engineering C 
Hurley Machine Company 

Hygrade Sylvania Corporation 




















I 
Iilsco Copper Tube & Products, Inc. 
International Business Machines Corporation 
International Harvester SNBORy Ine. 
I-T-E Circuit Breaker C 














J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johnston & Jennings Company, The 


(Concluded on Page 92) 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 


Economy of floor 


space appeals 
to housewives 


everywhere 


Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 
ing, rigid, folding leg 


Takes No More Floor Space : and table. 
Than Kitchen Chair 


It's easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers afford a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, Ill. 
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INDEX TO ADVERTISERS (Concluded) 


K 
Kerite Insulated Wire & Cable Company, Inc., The —_— 
Ketchum, Inc. Inside Back Cover 
Kinnear Manufacturing Company, The 18 
Kisco Boiler & Engineering Company 
Klein, Mathias & Sons 














L 
Lincoln Electric Company, The 
Lindemann, A. J. & Hoverson Company 
Link-Belt Company 











M 


Mercoid Corporation, The 
Monroe Calculating Machine Company, Inc. 








N 
National Carbon Company, Inc. 
National Electric Products Corporation 
Neptune Meter Company 











oO 
Ownes-Illinois Glass Company 





yg 


Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company 
Pittsburgh Plate Glass Company 
Pittsburgh Reflector Company 
Power Transmission C 
P.U.R. Executive Information Service 
Public Utilities Reports, Inc. 
Pyrene Manufacturing Company 


























R 
Ray-O-Vac Company 
Reliance Gauge Column Company, The 
Remington Rand, Inc. 
Republic Steel Corporation 
Ridge Tool Company 
Riley Stoker Corporation 
Robertshaw Thermostat Company 
Royal Typewriter Company, Inc. 
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Safety Equipment Service Company, The 
Safety Gas Main Stopper Company 
Sanderson & Porter, Engineers 
Sangamo.,Electric Company 
Silex Cosh any, The 
Simplex" Valve & Meter Company 
Secony-Vacuum Oil Company, The 
Spooner & Merrill, Inc. 
Star Brass Manufacturing Company ... 





























T 
Taylor Instr t Co. 
Titan Valve & Manufacturing Company, The 
Tropical Paint & Oil Company, The . 














U 
United States Electric Mfg. Corp. ...... 





Vv 
Vulcan Soot Blower Corporation 





w 
Walker Electrical Company 
West Bend Aluminum Company 
Westinghouse Electric & Manufacturing Company 
Wheeler, C. H., Manufacturing Company .. 
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PERMAFLECTOR LUSTROLIER 


No. 5100 





strolier No. 5100 is designed particularly for the lighting of department stores, 
vecially the main floor where the majority of customers are received and receive 
ir first impression of a wide variety of merchandise. 


glaring direct lighting fixtures 

chant recognizes that good 
1g ; lighting is his most effective 
-_£ salesman. It is a well known 
axiom that “Merchandise well 
displayed is half sold.” With 
this thought in mind, thousands 
of merchants all over the coun- 
try are modernizing their stores 
and good illumination should 
be their first step in this proc- 

ess. 


The Northtown store of Wieboldt Stores, Inc., : 
FORE Chicago, showing the lighting from the old style Every live up-to-date mer- 


. The same store after installing Lustroliers No. 5100 
maflector Lustrolier No. Note the absence of glare and sharp shadows, but in 


00 ig the Prez cg the their place soft evenly diffused illumination 
odern merchant's illumina- 
on problem. Predominantly 
) indirect lighting fixture, it 
so has a low direct lighting 


ss roundel in the bottom 
ember. 


wipped for use with 750, 

100, or 1500 watt lamp, 

strolier No. 5100 offers the public utility a lighting fixture which not only gets 
iness, but builds up the lighting load. Recommend Lustrolier No. 5100 for 
¢ modernization of department stores. 


ITTSBURGH REFLECTOR COMPANY 


; Pinisbureh 
weg Benn 
MOS 


OLIVER BUILDING PITTSBURGH, PA. 


ain ~ 
Permaflector 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation, 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 
the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
—— the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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MERCOID TEMPERATURE AND PRESSURE CONTROLS 


Cover a wide range of requirements. e The 
outside double adjustment and calibrated dial 
are noteworthy time saving features. e The 
operating range is easily determined without 
any calculations or guesswork. e Equipped with 
mercury contact switches. @ Write for catalog 
No. 100-PA, containing complete information. 


THE MERCOID CORPORATION 
4201 BELMONT AVENUE e CHICAGO, ILLINOIS 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concems especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














ail Ford, Bacon & Davis, 3nc. 


CONSTRUCTION . 
omncteneae Engineers 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA NEW YORK DALLAS 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH JACKSON & MORELAND 
ENGINEERS 


Acorily inveiony and coo rcias, ure rias semrereaaes 
design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


CONSULTING ENGINEERS 


4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer 
REGISTERED IN peed yes NEW YORK Engineers 
PUBLIC UTILITY Ann Arbor, Michigan 


VALUATIONS AND REPORTS 
Appraisals — Rate Investigations 
814 Electric Building Indianapolis, Ind. Engineering Reports to - and Bond Houses 








EDWARD J. CHENEY SPOONER & MERRILL, INC. 
ENGINEER Consulting Engineers 


Public Utility Problems Design—Su ervision of Construction 
— Reports — Examinations —Valuations 


61 BROADWAY NEW YORK 20 North Wacker Drive Chicago, Ill. 
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END-OF-A-CORD HEATING ~ 
A Thoroughly Practical - 


Entirely Automatic 


Electric Steam Radiator 


Hs by steam produced by elec- 
tricity. Gives off both radiant and 
convected heat same as any well be- 
haved steam radiator. 


Shipped with the right amount of non- 
freeze water, all ready to plug in. 


It’s heat on wheels. Mounted on ball 
bearing casters, can be pushed from 
room to room. Weighs so little can be 
easily carried upstairs or down. 


Equipped with both a thermostat and 
automatic current cut-off. When pres- 
sure in radiator reaches 5 Ibs. current 
is cut-off. When it falls to 2 lbs. it is 
cut-in again. Consumes the current of 
an electric iron. 


Made in 3 sizes for 115 volt A.C. 
Also 230 A.C. or D.C. 

Attractively finished in a neutral color 
with black trim. Yields good margin 
of profit. Backed and guaranteed by 
Burnham, makers of heating equip- 
ment for over half a century. 

Send for circular giving detail in- 
formation. 


| a My Ye 


IRVINGTON, NEW YORK 
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. «« WHAT IT CAN MEAN TO YOU 


An intelligent public relations program, directed by a Ketchum staff 
can help your company to... 


... sell more services and goods. 
. improve public confidence in your stocks and bonds. 
. reduce the risk of unfavorable legislation. 
. replace destructive publicity with constructive publicity. 
. avoid labor troubles. 


The Ketchum organization has worked with utility companies in 
many parts of this country. We would appreciate an opportunity of 
telling you what we could do for your company. Public relations 
service can be on full-time or part basis. 


g INC. | 


OPPERS BUILDING - PITTSBURGH, PA. ° Adantic 1100/ 


G. Ketrcuum e Norman MacLeop « Georce Ketcuum « Rosert E. Grovs 
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\MOD ERNIZA TIC 
ye PROGRAMS 


Never before-has The Babcock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that Z 
are now obsolescent because of the great strides made during the past” 
ten years in the economical generation of power. : 

Since 1929, the Company has developed, or announced as voila 
new types of boilers, a new water-cooled furnace construction, a pub 4 
verizer of 50-tons capacity, new types of fuel- -burning equipment, and 
many improvements made init pother products. wei 

The Babcock & Wilcox Comp 
of power to.carry out mot > ation programs involviais 
as the installation of mode der slag tap furnaces with water-¢ 0 
high-pressure boilers juper-imposed on-existing lowireanthl $ 
or high-pressure high- temparenere units. 

Babcock & Wilcox Engineers will b& glad fo discuss diltexeci iv 
and’ engineers the economic application of these new and improved ia 


oe Be 
“The Babcock & Wileox Cone 
BCOCK 














